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February 28, 2022
The Honorable Mayor, Aldermen, Alderwomen, and Citizens of Annapolis:

Maryland state law requires that all general-purpose local governments publish a complete set of
financial statements each year prepared in conformity with generally accepted accounting principles (GAAP) in
the United States of America and audited by a licensed certified public accounting firm. Pursuant to that
requirement and in compliance with Section 6.04.020 of the City of Annapolis Charter, | am pleased to submit to
you the Comprehensive Annual Financial Report of the City for the fiscal year ended June 30, 2021.

7KLV UHSRUW FRQVLVWYV RI PDQDJHPHQWYY UHSUHVHQWDWLRQV FRQFF
Consequently, management assumes full responsibility for the completeness and reliability of all the information
presented in this report. To provide a reasonable basis for making these representations, management of the
City has established a comprehensive internal control framework t KDW LV GHVLJQHG ERWK WR SURWHF
DVVHWYV IURP ORVV WKHIW RU PLVXVH DQG WR FRPSLOH VXIILFLHQW UHOL
financial statements in conformity with GAAP. Because the cost of internal controls should not outweigh the
EHQHILWY DVVRFLDWHG ZLWK WKRVH FRQWUROV WKH &LW\TV FRPSUHKHQVL
designed to provide reasonable, rather than absolute, assurance that the financial statements will be free from
material misstatement. As management, we assert that to the best of our knowledge and belief, this financial
report is complete and reliable in all material respects.

7KH &LW\YV EDVLF ILQDQFLDO VWDWHPHQWY KDYH EHHQ DXGLWHG E\ &
public accounting firm. The goal of the independent audit is to provide reasonable assurance that the financial
statements of the City of Annapolis as of and for the fiscal year ended June 30, 2021, are free of material
misstatement. The independent audit involved examining on a test basis evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant estimates
made by management; and evaluating the overall financial statement presentation. The independent auditor
concluded based upon the audit that there was reasonable basis for rendering an unmodified opinion that the
&LW\YV ILQDQFLDO VWDWHPHQWYV IRU W Kake falrly pr&sentédiib confor@n®/ vith - X Q H
GAAP. TheinGHSHQGHQW DXGLWRUYfY UHSRUW LV SUHVHQWHG DV WKH ILUVW FR
report.

The independent audit of the financial statements of the City of Annapolis is a part of a broader,
federally mandated Single Audit designed to meet the special needs of Federal grantor agencies. The
standards governing Single Audit engagements require the independent auditor to report not only on fair
SUHVHQWDWLRQ RI WKH ILQDQFLDO VWDWHPHQWYVY EXW DO \«Bmpighc&/ KH DXGL'
with legal requirements, with special emphasis on internal controls and legal requirements involving the
DGPLQLVWUDWLRQ RI )HGHUDO DzZzDUGY 7KHVH UHSRUWY DUH DYDLODEOH 1
Report.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany
WKH EDVLF ILQDQFLDO VWDWHPHQWY LQ WKH IRUP RI ODQDJHPHQWT{V '"LVFX)\
transmittal is designed to complement the MD&A and should be read in conjunction with it. The City of
$QQDSROLVY 0' $ FDQ EH IRXQG LPPHGLDWHO\ IROORZLQJ WKH UHSRUW RI W
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Profile of the Government

The City of Annapolis, incorporated in 1708, is located on the western shore of the Chesapeake Bay at
the mouth of the Severn River, centrally located east of Washington D.C. and south of the Baltimore City. Due
to this location, as well as its historic character, Annapolis has grown steadily during the past years through
annexation, development, and re-devHORSPHQW $QQDSROLVY VHUYHVY DV ODU\ODQGYV &DSI
County seat, and location of the U.S. Naval Academy.

The City of Annapolis is empowered to levy a real and personal property tax located within its
boundaries. Because of the stronggovHUQPHQW SUHVHQFH DSSUR[LPDWHO\ Rl WKH &LV
from property taxes. The City of Annapolis operates under a mayor-council form of government. Legislative
authority is vested in an elected city council consisting of eight members elected by ward plus the Mayor elected
at large. The city council is responsible for passing ordinances, adopting the budget, appointing committees,
and confirming the hiring of department head nominees submitted by the mayor. The mayor is responsible for
carrying out the policies and ordinances of the city council, overseeing the day-to-day operations of the City,
drafting the budget and submitting it to the city council for approval, and appointing department heads. The
mayor and the eight city council members are elected every four years with a term limit for the mayor of two
terms.

The City has independent jurisdiction over police services, fire suppression and emergency services,
licenses and permits, streets and street lighting, watershed restoration, parks and recreation, dock and harbor
services, planning and zoning, water production and distribution, sewage collection, parking and public
transportation, and refuse collections. Education is provided by the Board of Education of Anne Arundel
County. The City is authorized to issue debt, subject to certain indebtedness limitations, for the purpose of
financing its capital projects.

Budgetary Controls

7KH DQQXDO EXGJHW VHUYHV DV WKH IRXQGDWLRQ IRU WKdl. AILW\ RI $Q
City departments are required to submit budget requests to the Mayor. The Mayor uses these requests as the
starting point for developing the proposed budget. The Mayor then presents his proposed budget to the city
council for review. The city council is required to hold public hearings on the proposed budget and to
appropriate a final budget no later than June 30". The City prepares the budget by fund and department.

Subsequently, departments can request budget transfers; however, the City Manager must authorize
transfers within departments and funds up to and including $25,000. Transfers between departments or funds
greater than $25,000, and any increase to appropriations from additional revenue or reserves must be approved
by the city council. For those funds having appropriations, budget-to-actual comparisons are provided in the
subsequent exhibits. For the General Fund, this information is presented as required supplementary
information, whereas for individual funds with appropriated budgets, this comparison is presented in the
combining and individual fund subsection of this report.

Factors Affecting Financial Condition

The information presented in the financial statements is best understood when it is considered from the
broader perspective of the specific environment with which the City of Annapolis operates.

Effects of COVID -19

The City has felt the impact of the current pandemic on its operations and its revenue sources. The City
received significant funding from the CARES Act from Federal, State, and County sources as well as Federal
ARPA Funds. The City continued to use these funds to address the direct impacts of COVID-19, including
personal protective equipment, sanitation supplies and services, business recovery programs, public safety
salaries, remote work capabilities, food and other community programs, and public safety equipment.
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The City used a significant portion of its ARPA funds to support ongoing transportation activities.
Impacts of the economic slowdown from FY 2020 continued in FY 2021 especially in the collection of
occupancy taxes, admission and amusement taxes, highway user revenue, investment income, permitting
activities, boat show revenue, and recreation program income. The City expects FY 2022 will result in
continuing recovery of these sources, as the country emerges from the pandemic.

Local economy

As compared to the U.S. regional economies, the City of Annapolis generally enjoys a stable economic
HQYLURQPHQW 7KH &LW\TV VROXUWHLE/ B \L QVGOHY VR W DLW HIRRUWDQW FRPSRQHQW
As home to the U.S. Naval Academy, the Anne Arundel County seat, the State capital, a registered National
Historic District, and 17 miles of waterfront, Annapolis attracts an estimated several million visitors a year.
While the tourism industry provides a valuable economic benefit, the City must continually manage the growing
demand for services, as well as provide a desirable place to live for its residents. Despite the impacts of the
pandemic RQ WKH ORFDO HFRQRP\ WKH DUHDTV A% BogparedRdI@\Wouwhd Yetel LV FXUUI
of 3.8%, and lower than the statewide rate of 4.6%, and equal to the national rate of 4.2 7KH UHJLRQYV JURZV
and economic diversity are expected to be the basis for recovery and continued long-term health of the local
economy.

Long -term financial planning

Looking forward, the City remains optimistic relative to its real property tax base. The City continues to
see new growth in property taxes and building permit activity, there is favorable commercial activity along the
West Street corridor, and the City continues to review plans for new development within the City boundaries. In
fiscal year 2019, the City realized a 9% increase in property values from the triennial real property valuation. This
increase is being phased in over fiscal years 2019 - 2021. The recent triennial valuation will took effect in fiscal
year 2022, and increased property values by another 7.7%. The increase will be phased in over fiscal years 2022
+2024. In addition, the County increased its piggyback income tax rate from $.025 to $.0281 beginning January
1, 2020. The City has received additional revenue from this tax increase, which has helped offset anticipated
losses in income tax from due to the pandemic. Although the trajectory of the pandemic has been unpredictable,
the City expects tourism to return and that its sources of revenue to remain stable or grow at modest rates.

Financial Policies

7KH &LW\TV | XQdicyEé&nGireQitat the City retain 15% of its annual budgeted General Fund,
Transportation Fund, and Off Street Parking Fund revenue as unassigned General Fund balance. Further, the
policy requires the City use the remainder of any fund balance to build its budget stabilization fund up to a
maximum of 3% of the same budgeted revenue and divide any further excess fund balance between its Capital
Reserve Fund and contingencies that are limited to nonrecurring expenditures. The City also maintains strong
reserves in its water, sewer, watershed restoration, and refuse operations.

The City has a strong debt policy and continues to improve the capital planning process that has
improved its long-term capital planning abilities related to infrastructure, road, utility and equipment replacement,
and debt service analysis.

Pension and other post -employment benefits

Generally, all regular City employees, except represented police and fire, participate in the Employees
Retirement and Pension Systems. These systems are cost sharing multiple-employer defined benefit plans
established by the Maryland General Assembly and administered by the State Retirement and Pension System
of Maryland. Police and Fire personnel participate in a single employer defined benefit pension plan
administered by the City by an eight-member police and fire retirement plan commission that oversees funding
and investment decisions. The City Council has the authority to establish contribution provisions and amend
benefit changes as part of labor negotiations. The Police and Fire System was established by City legislation.

The City of Annapolis also provides retirement health care benefits (OPEB) for certain retirees and their
dependents. General employees hired on or after July 1, 2014, may not participate in OPEB. Represented
Police and Fire employees hired after this date may elect OPEB at the time of hire.
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The City fully funds the annual contribution to the State plans and has been fully funding the Police &
Fire pension plan since fiscal year 2019. The City plans to increase its OPEB funding each year until it reaches
WKH DFWXDU\fV GHWHUPLQHG DQQXDO FRQWULEXWLRQ $GGLWLRQDO LQIR
arrangements and post-employment benefits can be found in Note 7 to the financial statements.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement of
Excellence in Financial Reporting to the City of Annapolis for its Annual Comprehensive Financial Report
(ACFR) for the Fiscal year ended June 30, 2020. This was the thirty-first consecutive year that the City of
Annapolis has received this prestigious award. In order to be awarded a Certificate of Achievement, the City
published an easily readable and efficiently organized ACFR. This report must satisfy both GAAP and
applicable legal requirements. A Certificate of Achievement is valid for a period of one year only. We believe
ourcurrent AC)5 FRQWLQXHV WR PHHW WKH &HUWLIE ehweheRs, e Wi HPHQW 3URJI
continue to submit for its eligibility in future years.

Preparation of this report would not have been possible without the dedicated and efficient service of the
entire finance department staff. | express my appreciation to all members of the department who assisted and
contributed to the preparation of this report. | also want to thank the City Manager, Mayor, and City Council for
WKHLU VXSSRUW IRU PDLQWDLQLQJ WKH KLJKHVW VWDQGDUGY RI SURIHVVL]
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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor, Alderman, Alderwomen and Citizens of the
City of Annapolis, Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of Annapolis,
Maryland (the City), as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements as listed in the table of
contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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City of Annapolis, Maryland

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City as of June 30, 2021, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and required supplementary schedules of net pension liability,
the other post-employment benefit plan, and budgetary information for the General fund as listed in the
table of contents be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The combining and individual nonmajor fund
financial statements and schedules, introductory section, and statistical section, listed in the table of
contents, are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The combining and individual nonmajor fund financial statements and schedules listed in the table of
contents are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining
and individual nonmajor fund financial statements and schedules listed in the table of contents are fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements, and accordingly, we do not express an opinion or provide
any assurance on them.
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Other Reporting Required by  Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 28, 2022, on our consideration of the City’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the City’s internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over financial reporting and compliance.

CliftonLarsonAllen LLP

Baltimore, Maryland
February 28, 2022
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CITY OF ANNAPOLIS, MARYLAND
MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2021

$vV PDQDJHPHQW RI WKH &LW\ Rl $QQDSROLV WKH &LW\ ZH RIIH

statements. This narrative overview and analysis of the financial activities of the City is for the fiscal
year ended June 30, 2021. We encourage readers to consider the information presented here in
conjunction with the additional information that we have furnished in our letter of transmittal on pages
1-4 of this report.

Financial Highlights

The City of Annapolis experienced decreases in its revenue sources as a result of the global
COVID-19 pandemic and the related economic shut down. Many activities that generate City
revenue slowed or stopped in March 2020. These included tourism, recreation programs, child
care services, admission and amusement taxes, and building and permitting activities. The
effects of the pandemic continued into FY 2021 as the City emerged from shutdown, with limited
FDSDFLWLHY DQG VRPH VHUYLFHV VWLOO X QésE Dhd pahBenicshidd) DWH C
been unpredictable. At times of low transmission, the City services returned to near full capacity,
while upticks in cases and variants caused a pullback of services. Despite these effects on the

& L WopkMtions, the City continued to see increases in property taxes and maintained its
expenditure levels ending FY 2021 in a strong position and allowing COVID related grant funding
to be directed to those activities most affected by the pandemic related shutdown. The net
position of the City exceeded its liabilities and deferred inflows at the close of the most recent
fiscal year by $77,213,763 (net position) an increase of $18,111,105. Governmental activities saw
an increase of $12,187,550 and business-type activities saw an increase of $5,923,555.

$V RI WKH FORVH RI WKH FXUUHQW ILVFDO \HDU WKH &LW\TV JRY
ending fund balance of $32,197,063, a net decrease of $300,873 in comparison with the prior

year. The General Fund increased by $2.6 million, offset by a $2.9 million decrease in the Capital

Projects Fund. The General Fund increase was due to increases in property taxes DQG WKH &LW\T
tight control of the expenditures, offset by the revenue impacts discussed above. The City used

the additional fund balance to strengthen its Capital Reserve Fund and the Reserve for One-time

Uses as required by the fund balance policy. The City increased these reserves by $617,049 and

$798,899, respectively.

The decrease in the fund balance of the Capital Projects Fund was due to the continual spend
GRZQ RI SULRU \HDUVY ERQG SURFHHGYVY 7KH UHVWA4QRMRAHG FDVK
to $1.4 million.

The City received various grants through the CARES Act from federal agencies, the State of
Maryland, and Anne Arundel County. The County advanced $4,900,000 to the City in FY 2020
and 2021. The balance remaining at the end of FY 2021 was $540,000 and is presented as
unearned revenue on the fund statements and the government-wide statement of net assets. The
City received an award of $4,173,899 for transportation assistance. The City used approximately
$740,000 of this in FY 2020 and $1,346,000 in FY 2021 to subsidize its transportation activities.
The City also received $3.8 million in federal American Recovery Plan Act (ARPA) funding in FY
2 UHSUHVHQWLQJ RI WKH &LW\§N\$7\60R,¥60 Ah8 BBy usedd ORFDWLRQ
$1,172,000 of this funding in FY 2021 for transportation activities. At June 30, 2021, unspent
ARPA funds were approximately $2.6 million. The City expects to receive the remaining ARPA
allocation in the spring of 2022.

Governmental activities debt decreased $6.6 million and business-type debt decreased by $3.5
million. The City issued no new bonds in FY 2021, but did enter into a $12.6 million Bond
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MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2021

Anticipation Note (BAN) with JPMorgan Chase Bank, N.A. as well as Tranche 3 of the equipment
lease agreement with Bank of America in the amount of $584,131. During FY 2021, only $50,001
was drawn on the BAN.

X 7KH &LW\V WULHQQLDO UHDO SUR SHY2019. B 9% iHdreaseHh@ysedsed RN HI I F
values was phased in over fiscal years 2019, 2020, and 2021. The phased in assessed value for
FY 2021 resulted in an additional $2.2 million in property taxes.

Xx 7KH &LW\TV )LGXFLDU\ )XQGV néopdsitidn indveaset Xy M3,y 24A 82V Benefits
and expenses of $14.6 million was offset by contributions and subsidies totaling $10.1 million and
investment income of $48.3 million. The increase in net position was due to significant investment
gains in the Police and Fire Pension Trust Fund as a result of the market recovery from FY 2020
losses.

Overview of the Financial Statements

This discussion and analysis is intendedtoserve DV DQ LOQWURGXFWLRQ WR WKH &L
VWDWHPHQWY 7KH &LW\TV EDVLF ILQDQFLDO VW gWiimdhte/ FRPSULYV
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements.

Government -Wide Financial Statements

The government-wide financial statement is designed to provide readers with a broad overview
RI WKH &LW\TV |ILQD Ghiay to b QrivateBEc@dtsiness.

The Statement of Net Position SUHVHQWY LQIRUPDWLRQ RQ DOO RI WKH &LW
outflows of resources and liabilities and deferred inflows of resources, with the difference reported as
net position. Over time increases or decreases in net position may serve as a useful indicator of
whether the financial position of the City is improving or deteriorating.

The Statement of Activities SUHVHQWY LQIRUPDWLRQ VKRZLQJ KRZ WKH &LV
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Consequently,
revenues and expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods (e.g., uncollected taxes and earned and unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City include general government,
land use, public safety, public works, community services, and community development. The business-
type activities of the City include the water and sewer utilities, parking facilities, transportation,
watershed restoration, and refuse collection services.

The government-wide financial statements include only the City of Annapolis. The City does not

have any component units to report. The government-wide financial statements are on
pages 25-26 of this report.

12
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Fund Financial Statement s

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City can be
divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds

Governmental funds are used to account for the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal
\HDU 6XFK LQIRUPDWLRQ PD\ EH XVHIXO L QtekhfiDaneing Wdu@enddtsI RYHU QP
Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-WHUP LPSDFW R larveHin&ncing dedisions.
Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City now maintains ten individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund and Capital Projects Fund that are
classified as major funds, and five special revenue and three capital projects funds that are considered
nonmajor funds.

The City adopts annual operating and capital budgets. A budgetary comparison statement for
the General Fund is provided in the required supplementary information to demonstrate compliance
with this budget.

The Governmental Fund Financial Statements are on pages 27-30 of this report.
Proprietary Funds

The City maintains ten different proprietary funds. Enterprise Funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City
uses enterprise funds to account for its sewer utilities, water utilities, parking facilities, transportation,
watershed restoration, and refuse collection services. Internal Service Funds are an accounting device
XVHG WR DFFXPXODWH DQG DOORFDW H -irdrrdiwey heéa@hihsuch@Qeb,@leetn IRU W KH
operations, and fleet replacement activities. Because these services predominately benefit
governmental rather than business-type functions, they have been included within governmental
activities in the government-wide financial statements.

13
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Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate information
for four of six enterprise funds that are classified as major funds, and the remaining two nonmajor
enterprise funds are combined into a single, aggregated presentation. Individual fund data for the
enterprise funds is provided in the form of combining statements later in this report. The internal service
funds are presented in the proprietary fund financial statements in a combined column and individual
fund data for these four funds are provided as combining statements later in this report. The proprietary
fund financial statements are on pages 31-34 of this report.

Fiduciary Funds

Fiduciary Funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statement because the
UHVRXUFHV RI WKRVH IXQGYVY DUH QRW DYDLODEOH W Ritixigiuseiou W W KH
fiduciary funds is the same as that used for proprietary funds. The City uses fiduciary funds to account
for the police and fire pension plan and other postemployment benefit plan. The fiduciary fund financial
statements are on pages 35-36 of this report. Individual statements for pension and OPEB trust funds
are provided as combining statements later in this report.

Notes to the Financial Statements

The Notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial statements
are on pages 37-77 of this report.

Other information

In addition to the basic financial statements and the accompanying notes, this report also
presents certain required supplementary information FRQFHUQLQJ WKH &LW\fV SURJUHVYV |
obligation to provide pension benefits to its police and fire employees and other postemployment
benefits to retirees. Required supplementary information is on pages 78-86 of this report.

The combining statements for the nonmajor enterprise funds are presented immediately
following the required supplementary information on pensions. Combining and individual fund
statements and schedules are on pages 88-124 of this report.

Government -wide Financial Analysis

$V QRWHG HDUOLHU QHW SRVLWLRQ PD\ VHUYH RYHU WLPH DV [
financial position. In the case of the City, assets and deferred outflows of resources exceeded liabilities
and deferred inflows of resources by $77,213,763 at the close of FY 2021. The table on the following
page presents a condensed statement of net assets for the City.

7KH ODUJHVW SRUWLRQ RI WKH &LW\TV QHW SRVL¥WQR&MUHIOHFW
buildings, machinery, and equipment); less any outstanding related debt used to acquire those assets.
The City uses those capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Althoug K WKH &LW\JV LQYHVWPHQW LQ LWV FDSLWDO
related debt, it should be noted that resources needed to repay this debt must be provided from other
UHYHQXH VRXUFHYVY VLQFH WKH &LW\fV FDSLWDO DVVWddWV FDQQRW EH
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Restricted net assets include grants, other restricted resources, and City funding used for
capital improvements.

The balance of unrestricted net positon QRUPDOO\ ZRXOG EH XVHG WR PHHW WK
obligations to citizens and creditors. However, the unrestricted portion of net position has a significant
negative balance due to the unfunded net pension liability (NPL) and the NPL for other post-
employment benefits (OPEB) as required by GASB 75. The City began fully funding the annually
determined contribution (ADC) for pension in FY 2019 and is increasing the contributions for OPEB
each year. These measures should decrease this deficit in the future.

The net position for governmental activities increased by $12,187,550, primarily caused by
$26.7 million decrease in Police and Fire pension liability, $8.1 million decrease in deferred outflows for
pension as well as $7.0 million decrease in OPEB liability and $3.1 decrease in accrued self insurance
claims. These decreases were somewhat offset by significant increases in deferred inflows of
resources related to pensions and OPEB of $17.8 million and $7.9 million, respectively. Decreases to
net pension and OPEB liabilities were derived from highly favorable investment returns. Decreases in
WKH &L Wefirir débRoD%b.6 million also contribute to the change in net position.

The net position for business-type activities increased $5.9 million. This was primarily driven by
a reduction in long-term debt of $3.5 million combined with a decrease in accounts payable of $1.2
million. As noted earlier, the City did not issue any long-term debt in FY 2021. This was primarily due
to the slowdown in construction activity. Bond proceeds from previous issues funded the FY 2021
construction activity.

City of Annapolis - Net Position
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As shown on the following page WKH &LW\fV UHYHQXHV IURP JRYHUQPHQWDO
$6.4 million from the prior year due to the $2.2 million increase in property taxes discussed earlier as
well as an increase in operating grants related to the CARES Act of $2.5 million and $2.0 million
increase in State capital grants . Governmental activities expenses decreased by $8.0 million primarily
driven by a decrease in public safety expenses of $7.3 million which was a result of a significantly lower
pension expense.

Revenues from business-type activities decreased by $1.7 million from FY 2020. This decrease
was a result of a $1.6 million reduction in charges for services modestly offset by increased grant
funding. These changes were driven by lingering pandemic related factors that resulted in lower
service charges for some of the business type activities, such as parking and transportation. FY 2021
parking revenue fell far short of expectations due to reduced patronage and parking incentives.
Therefore, the Parking Fund could not support its annual transfer to the Transportation Fund. As noted,
the City transferred ARPA funds and applied CARES Act transportation funding to subsidize
transportation efforts.

Expenses for business type activities showed small decreases in all activity areas with a total
reduction from FY 2020 of $3.0 million. Sewer activities notably experienced a $904,000 reduction in
charges from Anne Arundel County for operation of the sewer treatment plant. FY 2021 was the first
year the City received nutrient credits for its sewer plant operations. Transit costs were reduced by
approximately $434,000 as a result of fewer routes and lower volume.

City of Annapol is
Changes in Net Position
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Expenses and Program Revenues - Governmental Activities
For the year ended June 30, 202 1

7KH JUDSK DERYH FRPSDUHV WKH H[SHQVHV ZLWKLQ WKH IXQFW
activities to the program revenues earned within each function. Program revenues are fees, charges,
and grants that offset the cost of those functions. Functions that are not supported by program
UHYHQXHY DUH VXSSRUWHG E\ WKH &LW\fV JHQHUDO UHYHQXHV VXF
iQWHUHVW HDUQLQJYV DQG RWKHU UHYHQXH $V WKH JUDSK VKRZV
functions are heavily supported by general revenues.
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Revenues by Source - Governmental Activities
For the year ended June 30, 2021

The pie chart above shows that capital grants and contributions make up 2.7% of the revenues
within the governmental activities compared to 0.5% in FY 2020. Operating grants and contributions
represent 9.8% of revenues in FY 2021 up from 5.6% in FY 2020. The increases in operating grants is
derived from recognition of $3.4 million of CARES Act funding and recognition of $1,172,000 of ARPA
funding in response to the COVID-19 pandemic. This compares to $939,152 recognized in FY 2020.
The increase in capital grantswas SULPDULO\ FDXVHG WKH &LW\V SXUFKDVH RI D
using $2.3 million of state grant funding. Charges for services represented 10.7% of governmental
activities revenue in FY 2020, and 9.0% for FY 2021. The decline for charges for services was

$933,915 caused by the shutdown and gradual re-opening of recreation programs as well as lower
rates of permitting activities.

Expenses and Program Revenues - Business -type Activities
For the year ended June 30, 202 1
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The chart on the prior page shows that program revenue in the Water, Sewer, Off Street
Parking and Watershed Restoration funds exceeded the expenses of those funds. The Transportation
Fund typicaly VSHQGYVY PRUH WKDQ WKH IHHV UDLVHG 7KH &LW\YV SROLF\
DFWLYLWLHV WR RIIVHW WKH FRYVW NvRVeiMhiskva& hatpdssiblsMiuEYQO2LW RSHUL
due to reduced parking revenues as a result of the COVID-19 pandemic. The transportation revenues
represented above include $3.3 million in grants revenue, is shown as a transfer. In addition, $1.1
million from the ARPA federal grant funding, which replaced the annual subsidy from parking. The
Refuse Fund reported an overall loss in FY 2020 of $856,488 caused by the increase in residential
waste tonnage during the shutdown from March 2020 through June 2020. In FY 2021, as the City
emerged from the shutdowns, the total loss in the Refuse Fund was just $464,852.

Revenues by Source - Business -type Activities
For the year ended June 30, 2020

The pie chart below shows that fees charged for services make up 82.5% of the revenues within
the business-type activities compared to 86.1% in the prior year. Although this percent has been
relatively consistent year to year, as the City adjusts to residual COVID-19 effects, it will take time for
services to return to full capacity. Sewer and water usage declined due to partial economic shutdown
and parking revenue declined by $1.2 million compared to FY 2020. Operating grants and
contributions increased from 9.5% in the prior year to 10.8% in FY 2021 reflecting CARES Act and
increased transportation grant funding. Other sources of revenue include the $1.1 million transfer from
the Federal Grants Fund to the Transportation Fund.
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Financial Analysisofthe *RYHUQPHQWY{V )XQGV

The City uses fund accounting to ensure and demonstrate compliance with finance related legal
requirements. The following discussion highlights the significant activity in these funds.

Governmental Funds

7KH IRFXV RI WK Hhn&htsl fuhds i3 BYtdvide information on near-term inflows,
RXWIORZV DQG EDODQFHV RI VSHQGDEOH UHVRXUFHV 6XFK LQIRUPL
financing requirements. In particular, unassigned fund balance may serve as a useful measure of a
JRYHUQPHQWTYV QHW UHVRXUFHV DYDLODEOH IRU VSHQGLQJ DW WKH

Atthe end of FY 2021 WKH &LW\TV JRYHUQPHQWDO IXQGY UHSRUWHG D
of $32,197,063, a decrease of $300,873. The fund balance has restrictions for public safety, community
services, land use, and capital projects totaling $3,652,478. The City has also committed $6,260,506 in
a capital reserve and $3,071,439 in a budget stabilization reserve. The nonspendable portion for
inventories is $76,038.

General fund property taxes increased by $2.8 million due to the assessment increase;
however, this was offset by a $954,000 decline in interests income and a $719,000 decline in programs
for recreation and parks, harbormaster and boat show. Many of these activities were cancelled or
reduced to the pandemic.

The Capital Projects fund balance declined by $2.9 million, due to the continuing spend down of
the bond proceeds from prior bond issues. Capital construction activity declined by $4 million due to
pandemic slowdown. The restricted cash in this fund dropped by approximately $108,000. The decline
in capital projects was offset by an increase in the General Fund balance of $2.6 million. The General
Fund had modest increases to the revenues of $1.2 million, offset by an increase to expenses of $1.2
million.

Finally, the City has assigned fund balance of $929,605 for encumbrances outstanding at the
end of FY 2021, and set aside $6,251,205 for contingencies and other one-time purposes as required
bythe &LW\TV IXQG EDODQFH SROLF\ -2imepposesydlba]aPwheaNotier tr R Q H
specific uses in subsequent years, including the police CAD system and program initiatives established
by Council.

Resolution 9-15 created the Budget Stabilization (BSF) and a Capital Reserve Fund (CRF),
which are shown as committed fund balance. A one-time contribution of $5 million to the CRF and 50%
of General Fund excess of revenues over expenditures built the balance in the CRF to the FY 2020
total of $5,643,457. The City used $1,657,850 of the CRF for capital projects during FY 2021 and
added $2,274,899.33 excess from FY 2021 activity, resulting in $6,260,506 at the end of FY 2021. The
BSF currently exceeds the calculated cap of $2,856,849, thus additional contributions are prohibited.

Proprietary Funds.

7KH &LW\TV SURSULHWDU\ IXQGV SURYLGH WKH VDPHYyW\SH RI LQ
columns of the government-wide financial statements, but in more detail.

The total increase in net position of the six enterprise funds was $5,923,555 with an ending
balance of $60,635,532. The net position restricted for capital projects was $3,063,231 and net
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investment in capital assets was $27,979,940, leaving an unrestricted net position of $29,592,361. The
restricted cash held by trustee or in restricted accounts totals $9,004,854, which is a decrease of
$2,349,507 from the prior year.

The Off Street Parking and Transportation Funds show amounts due to the General Fund of
$1,715,580 and $1,315,517, respectively. These balances compare to the prior year amounts of
$1,404,392 and $1,715,764. Transportation has paid down this balance during FY 2021 by $400,247;
while the Parking Fund has increased by $311,188. The City had been successfully liquidating these
balances in recent years; however, the economic shutdown caused by the pandemic significantly
LPSDFWHG WKH SDUNLQJ IHHV FROOHFWHG LQ WKH &LW\TV JDUDJHV
Parking Fund was unable to subsidize transportation activities. Instead the City subsidized
Transportation with$1.3 million in CARES and $1.1 million in ARPA funding.

The City has four internal service funds to account for its self insurance and fleet activities. The
Self Insurance Fund had a $2,419,909 surplus at the end of FY 2021, an increase of $2,575,718. This
significant increase is attributable to a large Z R U N Hohfievis&tion case settlement in FY 2020 as well
as significant reduction in claims incurred throughout FY 2021 7KH +HDOWK ,QVX&DQFH )XQG
position at the end of FY 2021 was $3.8 million, an increase of $1.1 PLOOLRQ 7KH &LW\JV SROLI
allow accumulation of excessive balances in this fund and so, in FY 2021 the City provided a premium
holiday for a few weeks to draw down the balance.

The Fleet Replacement Fund accumulates resources to replace City vehicles and pay the debt
service on the equipment capital lease. The fund reduced its net position in FY 2021 by $607,010,
primarily due to an $813,422 increase in depreciation expense. The recent three years have resulted in
significant vehicle purchases that are now all being depreciated. Fleet Operations added $616,303 in
FY 2021, decreasing its accumulated deficit to $41,628. This was caused by a significant reduction in
W KH BXOQEBTiability that reduced salary and benefits by $500,000. Management continues to
refine the rates charged for operation and maintenance of its vehicles in order to bring this fund to a
positive net position.

General Fund Budgetary Highlights

The difference between the original General Fund operating budget and the Final Amended
General Fund budget was an increase of $560,943. The City approved supplemental allocations during
FY 2021 GXH WR DGGLWLRQDO JUDQWY DQG RW KGtherX BlBOPHQHG UHYHQ:
$6,162,007 less than its total budget appropriations. The Police Department underspent its budget by
$1.6 million due to vacancy savings and the health care premium holiday. The Fire Department
underspent by $1.4 million due to the savings for health care costs. In addition, some police and fire
costs were eligible for CARES funding due impacts of COVID-19. This cash was transferred to grants.
Recreation and Parks underspent its budget by $1.0 million due to reduced program costs. Many
activities were cancelled due to COVID-19. The Office of Engineering and Construction overspent its
budget by a total of $30,283 due to salaries and benefits ending the year higher that budgeted.

General Fund revenues ended the year $7,556 lower than the adjusted anticipated amount of
$82,888,198. Shortfalls in interest income ($931,828), recreation fees ($915,907), Boat Show fees
($500,000) and reduction in admissions taxes ($251,239) were offset by additional personal property
taxes ($1,136,771) and income taxes ($1,517,689). (See Required Supplementary Information for
PRUH GHWDLOV RI WKH *HQHUDO )XQGYfV EXGJHW SHUIRUPDQFH
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Capital Assets and Debt Administration

Capital Assets
7KH &LW\TV LQYHVWPHQW LQ FDSLWDO D ngHtype/adtiRitieslasvof/ JRYHUQ
June 30, 2021 is $248,083,384, net of accumulated depreciation, an increase of $1.9 million from the
prior year. The City purchased property on Bembe Beach Road for $2,268,801 to acquire Port Williams
Marina in order to lease the property to Chesapeake Regional Accessible Boating (CRAB) organization.
The remaining increases LQ WKH &LW\TV RhéudedwrdnSerd vovhHakstruction in progress for
the completed Truxton Park Pool, additions to construction in progress and equipment, all of which
were offset by asset retirements in FY 2021. Major projects underway include water distribution
rehabilitation, public works maintenance facility, general roadway improvements, City Harbor flood
mitigation, and landfill gas mitigation.

City of Annapolis Capital Assets
(Net of Depreciation)

Long -Term Debt

At the end of the current fiscal year, the City had total general and revenue bonded debt
outstanding of $120,938,000, excluding premium and refunding losses. At June 30, 2021, other debt
outstanding included $50,001 for a bond anticipation note, $6,473,407 for the equipment capital lease,
and $23,272,984 for a State of Maryland water quality loan. The City used proceeds from previous
bond issues and the related premiums and interest to fund much of its capital projects during FY
2021.

In FY 2019 the City entered into an equipment capital lease to fund vehicle replacements and
provide take-home vehicles to police officers. In FY 2019 the City borrowed $5.5 million on this loan,
borrowed a 2" tranche of $2.4 million in FY 2020, and a 3" tranche in FY 2021 of $584,131.
Repayment terms are structured based on the lives of the related assets.

City of Annapolis
Outstanding Bonds and Loans
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7KH &LW\TV Q Hdacredseibp 9,363 WM5.8%) during FY 2021. The City did not
issue bonds in FY 2021 but did enter into a bond anticipation note in November 2020 for $12.6 million.
The City drew $50,001 on the BAN line of credit and converted that to long-term bonds in November
2021.

During FY 2021, tKH &LW\ PDLQWDLQHG UDWLQJV RI 3%$%$ " IURP )LWFK D
3$D IURP ORRG\YV IRQ &MWSWHRPEGV ORRG\YV LQFUHDVHG WKH &L\
3$D $GGLWLRQDO LQIRUP D W-teRtdeRt@amMbK tdugdLinvid®e\b dd BaQek 51-56 of
this report.

(FRQRPLF )DFWRUV DQG 1H[W <HDUYV %XGJHWYV DQG 5D

The coronavirus pandemic had major impacts on the City of Annapolis. The downturn caused
by the pandemic has reduced several City revenues below amounts anticipated in the FY 2021 for the
General, Off Street Parking, and Transportation funds. The FY 2021 General Fund budget was
developed in March 2020 during the onset of the shutdown. This required management to reduce
anticipated revenue by $3.8 million for the final budget adopted in June 2020. Additionally, in the fall
RI WKH &LW\TV SURMHFWLRQV IHOO DQRWKHU PLOOLRQ EDVH
then, the City trimmed its FY 2021 activities to stay within currently anticipated revenues.

ORVW RI1 PDQDBHPH QW EYactions are one-time solutions. Therefore, the City
projects FY 2022 to have a structural deficit because WKH &LW\fV SD\ SDFNDJH DQG RSHUL
intact. Passage of ARPA will allow the City to use federal funding for revenue shortfalls which will
allow the City to spread revenue recovery and budgetary impacts on expenditures over time.

7KH &LW\TV SDUNLQJ DQG WUDQVSRUWDWLRQ DFWLYLWLHV KDY}
Parking patronage has slowed significantly and the City provided free parking during peak business
hours from April 2020 +December 2020 to encourage shoppers to visit the downtown business
district. This has strained the Off Street Parking Fund and decreased the amounts available to
subsidize transportation activities. However, the federal transit grants through Maryland Department
of Transportation and ARPA funds have provided significant relief for transit operations in FY 2021.

Economic constraints on businesses had a volatile impact on unemployment rates. The table
EHORZ VKRZV $QQDSROLVY0UDMKH RILQRHV-XYONLGHQWY ZHUH LPSDFWH
but the unemployment rate has shown improvement and continues to be stronger than the state rate.
Total recovery for Annapolis will be dependent on return of tourism to the area.

June December June November

2020 2020 2021 2021
Annapolis 8.2 5.2 55 4.2
Anne Arundel County 7.6 4.9 5.6 3.8
Maryland 8.0 6.3 6.7 4.6
United States 111 6.7 5.9 4.2

7KH &LW\TV WULHQQLDO UHDO SURSHUW\ DVVHVVPHQW UHVXOWt
will affect fiscal years 2019-2021. The FY 2022 assessment resulted in a 7.7% increase in assessed
value. The City retained its $.738 real property tax rate for FY 2022.
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The focus for FY 2022 and 2023 is to control expenses to stay within the reduced revenue flow
but also on fully funding pension liabilities; providing additional funding for OPEB; and adherence to
debt and fund balance policies. The City is using ARPA funding, allocated to the City in the spring of
2021, to replace lost revenues in FY 2021, 2022 and 2023 so the City can maintain normal
operations. +RZHYHU WKH &LW\{V )< DQG EXGJbhWetklkaVW HOLP L
monies and close the structural deficit.

The City is finalizing a public private partnership to fund capital improvements, including
replacement of the Hillman Parking Garage and improvements to the City Dock. Currently, the City
anticipates that the garage will be closed in March 2022. City management is also developing a plan
to make Annapolis resilient against the effects of climate change and other factors by joining Anne
$UXQGHO &RXQW\TV HIIRUWYV WR HVWDEOLVK D 5HVLOLHQF\ $XWKRUL

Requests for Information

7KLV ILQDQFLDO UHSRUW LV GHVLIJQHG WR SURYLGH D JHQHUDO
WKRVH ZLWK DQ LQWHUHVW LQ WKH &LW\YV ILQDQFHYV 4XHVWLRQV F
this report or requests for additional financial information should be addressed to the Office of
Finance, City of Annapolis, 160 Duke of Gloucester Street, Annapolis, Maryland, 21401.
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See accompanying Notes to the Financial Statements.
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See accompanying Notes to the Financial Statements.
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See accompanying Notes to the Financial Statements.
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See accompanying Notes to the Financial Statements.
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See accompanying Notes to the Financial Statements.
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See accompanying Notes to the Financial Statements.
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See accompanying Notes to the Financial Statements.
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See accompanying Notes to the Financial Statements.
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NOTE 1 +SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Annapolis (the City) is an incorporated municipality governed by the City Council.
The City Council comprises the mayor and eight aldermen and alderwomen. The City government
provides most basic local governmental services except education, which is provided through the
Anne Arundel County Board of Education.

For financial reporting purposes, the basic financial statements include the various
departments governed directly by the City Council. The City does not have any component units as
defined by generally accepted accounting principles in the United States of America (GAAP). A
component unit is defined as a separate legal entity that a primary government must include as part
of its financial reporting entity for fair presentation in conformity with GAAP. The Mayor is
responsible for appointing the commissioners of the Housing Authority of the City of Annapolis, but
the City's accountability for this organization does not extend beyond making the appointment.

The accounting policies of the City conform to GAAP as applicable to governmental units.
The following is a summary of the more significant policies:

ADOPTION OF NEW GASB PRONOUNCEMENTS

During the fiscal year ended June 30, 2021, the City implemented the following GASB
pronouncements:

GASB Statement No. 84, Fiduciary Activities. The objective of this Statement is to improve
guidance regarding the identification of fiduciary activities for accounting and financial reporting
purposes and how those activities should be reported. This Statement establishes criteria for
identifying fiduciary activities of all state and local governments. The focus of the criteria generally is
on (1) whether a government is controlling the assets of the fiduciary activity and (2) the
beneficiaries with whom a fiduciary relationship exists. Separate criteria are included to identify
fiduciary component units and postemployment benefit arrangements that are fiduciary activities.
No Material impact on the City financials resulted from the adoption of this statement.

GASB Statement No. 90, Majority Equity Interests. Issued August 2018, the primary
objective of this statement is to improve the consistency and comparability of reporting a
government's majority equity interest in a legally separate organization; and to improve the
relevance of financial statement information for certain component units. No Material impact on the
City financials resulted from the adoption of this statement.

BASIS OF PRESENTATION *FUND ACCOUNTING

The accounting system is organized and operated on a fund basis. A fund is defined as a
fiscal and accounting entity with a self-balancing set of accounts that are segregated for the purpose
of carrying on specific activities or attaining certain objectives in accordance with special regulations,
restrictions or limitations.

7TKH &LW\TV IXQGV DUH JURXSH ghri@svdmi fikeZyBnetit)fenD Gpesi@¥ G F D
financial statement presentation purposes. Governmental funds include the general, special
revenue, and capital projects funds. Proprietary funds include enterprise funds and internal service
funds. The City has two fiduciary funds which comprise a pension trust fund and other post-
employment benefit trust fund.
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NOTE 1 +SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF ACCOUNTING

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all nonfiduciary activities of the primary government.
Governmental activities, which normally are supported by taxes and intergovernmental revenues,
are reported separately from business-type activities, which primarily rely on fees and charges for
support. Internal service fund activity is eliminated to avoid duplicating revenues and expenses.
Fiduciary funds are excluded from the government-wide financial statements.

The government-wide statements are prepared using the economic resources measurement
focus and the accrual basis of accounting. This is the same approach used in the preparation of the
proprietary fund financial statements, but differs from the manner in which governmental fund
financial statements are prepared. Therefore, governmental fund financial statements include
reconciliations with brief explanations to better identify the relationship between the government-
wide statements and the statements for governmental funds. The primary effect of internal activity
has been eliminated from the government-wide financial statements. An exception to this rule is
when the amounts are reasonably equivalent in value to the interfund services provided and other
charges between various functions of the government. Elimination of these charges would distort the
direct costs and program revenues reported for the various functions concerned.

The Government-wide Statement of Activities presents a comparison between expenses,
both direct and indirect, and program revenues for each segment of the business-type activities of
the City and for each governmental program. Direct expenses are those that are specifically
associated with a service, program or department and are, therefore, clearly identifiable to a
particular function. Indirect expenses for centralized services and administrative overhead are
allocated among the programs, functions, and segments using a full cost allocation approach and
are presented separately to enhance comparability of direct expenses between governments that
allocate direct expenses and those that do not. Program revenues include charges paid by the
recipients of the goods or services offered by the programs and grants and contributions that are
restricted to meet the operational or capital requirements of a particular program. Revenues not
classified as program revenues are presented as general revenue. The comparison of program
revenues and expenses identifies the extent to which each program or business segment is self-
financing or draws from the revenues of the City.

Net position is reported as restricted when constraints placed on net position use are either
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments or imposed by laws through constitutional provisions or enabling
legislation. The restriction for debt service represents cash held by trustee to pay debt service on the
City's revenue bonds. Restrictions for capital projects represents bond proceeds and other special
sources restricted for capital purposes. Restrictions for land use, public safety, and community
services represent grant and other restricted sources.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial statements.
Major individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.
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FUND FINANCIAL STATE MENTS

Fund financial statements report detailed information about the City. The focus of
governmental and enterprise fund financial statements is on major funds. Each major fund is
presented in a separate column. Nonmajor funds are aggregated and presented in a single column.
The internal service fund is presented in a single column on the face of the proprietary fund
statements.

GOVERNMENTAL FUNDS

All governmental funds are accounted for using the modified accrual basis of accounting and
the current financial resources measurement focus. Under this basis, revenues are recognized in the
accounting period in which they become measurable and available. The City considers revenues to
be available if they are collected within sixty days of the end of the current year. Expenditures are
recognized in the accounting period in which the fund liability is incurred, if measurable.

The major governmental funds are:

GeneralFund- 7KLV LV WKH &LW\TV SU LIPiPudad BIatctaubt\olaD findriXi@l G
resources except those accounted for in another fund.

Capital Projects Fund - The Capital Projects Fund is used to account for financial resources
and expenditures applied to the construction of capital facilities and major purchased items
for all governmental fund types.

The non-major governmental funds are:

Special Revenue Funds:

X Community Development Block Grant Fund - The Community Development Block Grant
Fund is used to account for Community Development Block Grants received from the
Federal government.

X Grants Fund - The Grants Fund is used to account for all federal, state, and other grants
received and expended that are not accounted for in another fund.

x Community Legacy Fund - The Community Legacy Fund accounts for the remainder of
the City's prior community legacy programs. The City must use these funds for
community development and revitalization.

x Police Forfeiture & Asset Seizure Fund - The Police Forfeiture and Seizure Fund
accounts for proceeds from property seized by the City or allocated to the City from the
regional public safety groups. These funds must be spent on public safety initiatives.

x Sprinkler Fund - The Sprinkler Fund accounts for City funds loaned to property owners
for the installation of sprinklers in their home or business. The applicant must meet all
requirements established in the City Code to participate in this loan program.
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Capital Project Funds:

x Reforestation Fund - The Reforestation Fund accounts for critical area fees received by
the City from developers in accordance with 17.09.070 of the City Code.

X Public Education and Government Fund - The Public Education and Governmental
(PEG) Fund accounts for the fees paid by cable subscribers that the City uses for its
public television studio.

X Housing Assistance Fund - The Homeownership Assistance Fund accounts for monies
received from developers who do not provide moderately priced dwelling units in
accordance with City Code requirements. The funds must be used to purchase land or
buildings for other affordable housing; provide settlement expense, down payment, and
mortgage write-down assistance to eligible persons or households; construct housing
units; purchase or rehabilitate rental housing for conversion to homeownership;
rehabilitate residential units; provide funds to match other State or
Federal homeownership programs; administrative costs; and to contract with nonprofit
developers for development of housing units for sale to eligible low or moderate income
buyers.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using a current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. Operating statements of these funds present increases
(i.e. revenues and other financing sources) and decreases (i.e. expenditures and other financing
uses) in net current assets. The unassigned fund balance is a measure of available spendable
resources.

The modified accrual basis of accounting is followed by the governmental funds. Under this
basis, revenues are recorded when susceptible to accrual, i.e., both measurable and available.
Available means collectible within the current period or soon enough thereafter, within sixty days of
the end of the current year, to be used to pay liabilities of the current period. Expenditures are
recorded for decreases in net financial resources when a fund liability is incurred, if measurable,
except for debt service, which is recognized when due.

Property taxes levied during the current year are recorded as receivables, net of estimated
uncollectible amounts. The net receivables collected during the current year and within sixty days
after year-end are recognized as revenues in the current year.

Income taxes, highway user fees, hotel taxes, admission and amusement taxes, and rent

payments are all major revenue sources susceptible to accrual that have been recognized as
revenues in the current year.
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Licenses and permits, charges for nonenterprise services, fines and forfeitures, and
miscellaneous revenues (except investment earnings) are recorded as revenues when received in
cash because they are generally not measurable until actually received. Investment earnings are
recorded as earned since they are measurable and available.

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and
contractual requirements of the numerous individual programs are used as guidance. There are two
types of intergovernmental revenues. In one, monies must be expended on the specific purpose or
project before any amounts will be paid to the City; therefore, revenues are recognized when the
expenditures are recorded. In the other, monies are unrestricted as to purpose of expenditure and
are usually revocable only for failure to comply with prescribed compliance requirements. These
resources are recorded as revenues at the time of receipt or earlier if the susceptible to accrual
criteria are met.

PROPRIETARY FUNDS

All proprietary funds are accounted for using the accrual basis of accounting. The accrual
basis of accounting recognizes revenues when they are earned and expenses when liabilities are
incurred. These funds account for operations that are primarily financed by user charges. All
proprietary funds are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operation of these funds are
included on the balance sheet. Net position is segregated into net investment in capital assets,
restricted, and unrestricted. Proprietary funds operating statements present increases (e.g.,
revenues) and decreases (e.g., expenses) in net position.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and delivering goods in
connectionwithapropULHWDU\ IXQGTV SULQFL SThe piQpbRdp€)ating &treouesV LR Q V
RI DOO RI WKH &LW\TV HOWHUSULVH IXQGVY DQG LQWHUQDO VHUYLF
services. Operating expenses for enterprise funds and internal service funds include the cost of
sales and services, administrative expenses and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

The major proprietary funds are:

x Sewer Fund - To account for all financial activity associated with the operation of the
&LW\TV VHZDJH FROOHFWLRQ DQG WUHDWPHQW SURJUDP 7K
divisions: sewer plant and sewer collection. The sewer collection division is responsible
for operating, maintaining, and repairing the sewage conveyance system. Sewage
treatment is performed at a single, jointly-owned plant site controlled and operated by
Anne Arundel County. The City has a 50% ownership of the property, plant and
equipment, but does not have joint control of the financial or operating policies; therefore
the arrangement is not considered a joint venture. The current agreement calls for the
City to share in actual costs for 50% of capital improvements and a flow-based
percentage of operational costs.
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X Water Fund - To account for all financial activity associated with the operation of the
&LW\TV ZDWHU SODQW DQG ZDhe/whter Glanyiskesphdh X fdrtQe V\V W H P
production, treatment, testing, storage, and initial distribution of all potable water for the
customers of the City. The water distribution division is responsible for meter reading,
operating, maintaining, and repairing the distribution system.

x Off Street Parking Fund - To account for all financial activity associated with the operation
Rl WKH &LW\TV P XQLF L Sabdpaskingy éhlo@eméen. Frhe@dakkingHadilities
include four parking garages and two parking lots.

x Transportation Fund - To account for all financial activity associated with the operation
DQG PDLQWHQDQFH RI WKH &LW\TV .SheEransportationd @y SRUWDWL
consists of three divisions: Administration, Transit Operations and Maintenance.

The nonmajor proprietary funds shown aggregated are:

X Watershed Restoration Fund - To account for all financial activity associated with the
maintenance of public storm drainage systems, which include pipes, inlets, manholes,
drainage ways, and watershed restoration facilities.

x Refuse Fund - To account for all financial activity associated with the operation of the
&LW\TV UHVLGHQWLDO UHIX)\aht bulR dispogabsystémis. ThéirEfuseD L Q J
fund consists of three divisions: Residential Refuse, Yard Waste Recycling, and Curbside
Recycling.

The City has four internal service funds:

x Self Insurance Fund - To account for the City's self-insurance activities for general
liability, workers compensation, and other insurance coverage. An actuary estimates the
liability for unpaid claims based on the claims reported as of June 30, 2020 and
calculates an estimate for claims incurred but not reported the current claims and
historical experience.

X Health Insurance Fund - To account for the City's health insurance and related claims,
and administrative expenses. The City is self insured for its health care, prescription,
dental, and vision benefits. An outside administrator processes the claims and the City
pays in advance weekly for estimated claims. Therefore, there are no material accruals
for claims liability at year end.

x Fleet Replacement Fund +To accumulate contributions from participating funds to pay
for the replacement of City vehicles, including police vehicles, fire apparatus, and public
works equipment. The City uses the fund to purchase vehicles, to record debt for its
equipment, and repay amounts borrowed for fleet purchases.

x Fleet Operations Fund - To account for fleet activities, increase transparency, and
allocate these costs to each fund and department based on the vehicles used.

KHQ ERWK UHVWULFWHG DQG XQUHVWULFWHG UHVRXUFHV DUI
policy to use restricted resources first and then use unrestricted resources as they are needed.
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FIDUCIARY FUNDS

The City currently has two fiduciary funds: the Pension Trust Fund and the Other Post-
employment Liability (OPEB) Trust Fund, which are used to account for the pension and other post-
employment liability assets held by the City in a trustee capacity. These funds are accounted for and
reported in a manner similar to proprietary funds since capital maintenance is critical.

Pension Trust Fund - For the purpose of measuring the net pension liability, deferred outflows and
inflows related to pensions, pension expense, and information about fiduciary net position. Benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Other Postemployment Trust Fund +For the purpose of measuring the net OPEB liability related to
postemployment benefits and information related to the fiduciary net position of the Maryland
Association of Counties Pooled OPEB Trust. For this purpose, benefit payments are recognized
when due and payable in accordance with the benefit terms. Investments are report at fair value.

BUDGETARY PROCESS

The City annually adopts and follows these procedures in establishing its budgets for the
General Fund, Capital Projects Fund, and Enterprise Funds.

1. By the second Monday in April, the Mayor submits to the City Council a proposed budget for
the General Fund and each of the enterprise funds for the fiscal year commencing the
following July 1.

2. The budget is referred to the Finance Committee, which makes recommendations on the
budget to the full City Council by the second Monday in May.

3. The City Council holds public hearings to obtain taxpayer comments.

4. No later than June 30, the budget is legally enacted through passage of a budget ordinance
that establishes spending authority by fund and department for the operations of the City.

5. All supplemental appropriations and transfers between departments and funds greater than
$25,000 must be approved by the City Council. The allocation of funds from the surplus of
the budget requires a two-thirds vote by the City Council.

6. All budgets are on an annual basis except the Capital Projects Fund budget, which is on a
project basis. Budgets are adopted using non-GAAP budgetary basis of accounting as used
for reporting purposes. Unencumbered appropriations lapse at June 30 for all funds, except
the Capital Projects Fund.
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Budgetary Control

Annually, budgets are adopted on a departmental level. Any budget changes subsequent to
the adoption by the City Council, including any transfers between expenditures classifications
greater than $25,000 or between funds, must be reviewed by the Finance Committee and approved
by the City Council. Any transfers between expenditure classifications within the same fund $25,000
or less require approval by the City Manager, who must report the transfer to City Council at the
following City Council meeting. For the General Fund, the total amendments were a net increase of
$ 560,943, increasing the original budget from $86,417,450 to a revised budget of $86,978,393.

The City has established a Budget Stabilization Fund (BSF) by resolution. The fund is within
the General Fund balance and receives 50% of the excess above the target fund balance, which is
calculated as 15% of revenues in the General, Parking, and Transportation funds. The BSF balance
is limited to 3% of the budgeted revenues in the General, Parking, and Transportation funds for the
ensuing fiscal year. Balances in the BSF may be appropriated for any purpose of City government
by a simple majority vote of the Council.

7KH &LW\YV EngineErihgRnd Construction overspent its budget appropriations by
$30,283 because the cost of salaries and benefits were higher than anticipated during the budget
development.

7KH &LW\TV 7UDQVSRUWDWLRQ LR/@7K& theen@di AY ZOHMLI LTheW R
fund carries significant pension and OPEB liabilities, which has caused the deficit balance. The
deficit was $243,040 in FY 2017 but increased to $2,661,205 when the OPEB liability was recorded
in FY 2018. Since then the deficit has been decreasing. The City provides significant subsidies
from the Off Street 3aDUNLQJ )XQG WR VWUHQJIJWKHQ WUDQVSRUWDWLRQ DI
position.

The Fleet Operations Fund has a net deficit of $41,628 at the end of FY 2021. Increases in
budget allocations have favorably affected the fund balance. Thef XQGYYV GHILFLW SRVLWLRQ
$(970,972) in FY 2019 and $(657,931) in FY 2020.
Investments
Short-term investments of the City are recorded at fair value. Investments in the Pension and
Other Postemployment Benefit Trust Funds represent the S O Dawhefiship interests in the net
position of various investment funds. The investments in these funds are recorded at fair value.

Inventories and Prepaid Items

Inventories consist of supplies and materials valued at cost using the first-in/first-out method
and prepaid items consist of insurance premiums, collection services, and bulk permit for postage
valued at cost. These prepaid items are recorded using the consumption method under which
expenditures/expenses are recorded as the items are used.
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Capital Assets and Depreciation

The accounting and reporting treatment applied to the capital assets associated with a fund
are determined by its measurement focus. General capital assets are long-lived assets of the City as
a whole. When purchased, such assets are recorded as expenditures in the governmental funds and
capitalized in government-wide activities. The valuation bases for general capital assets are
historical cost, or, where historical cost is not available, estimated historical cost based on
replacement cost. The minimum capitalization threshold is any individual item with a total cost
greater than $5,000 and a useful life of more than one year.

Capital assets in the proprietary funds are capitalized in the fund in which the assets are
utilized. The valuation bases for proprietary fund capital assets are the same as those used for the
general capital assets. Donated capital assets are capitalized at acquisition value on the date
donated.

Depreciation of capital assets is computed and recorded using the straight-line method.
Estimated useful lives of the various classes of depreciable capital assets are as follows: buildings
20 to 50 years; improvement/infrastructure, 5 to 50 years; and equipment, 2 to 15 years. Land is not
subject to depreciation because of its inexhaustible life.

Vacation and Sick Leave

Vacation benefits are earned by employees of the City based on time in service, and the
rights to such benefits are vested after 6 months of service. Sick leave is also accumulated by
employees based on time in service. Accumulated sick leave benefits do not vest and are not paid
unless sickness causes employees to be absent; however, accumulated sick time not used is
credited to months of service in the calculation of employees' retirement benefits.

The City records vested vacation benefits as earned. All vacation benefits are accrued when
incurred in the government-wide and proprietary fund financial statements. The amount earned and
unused is recorded as a liability in the respective funds of the City when notification of termination is
received prior to year-end. In accordance with GASB Statement Number 16, Accounting for
Compensated Absences, the City also recorded the related social security and Medicare taxes as a
liability as of June 30, 2021.

'XH WR WKH &L Whiifing tiseRdal detril/of vacation time, the liability for
compensated absences varies minimally year to year. Employees who reach their limit do not
continue to accrue leave. Therefore, the City considers the total of compensated absences to be a
current liability. Depending on employee, excess leave is either lost, paid into a medical savings
account, or paid directly to the employee at the end of December.

Cash and Cash Equivalents

For purposes of the statement of cash flows, money market and highly liquid investments
with a maturity of three months or less when purchased are considered to be cash equivalents.
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Deferred outflows/inflows of resources

In addition to assets, the Statement of Net Position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the Statement of Net Position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred inflows
of resources, represents an acquisition of net position that applies to a future period(s) and so will
not be recognized as an inflow of resources (revenue) until that time.

Fund Balance Reporting

The City follows the requirements of GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions. This statement established fund balance classifications that
comprise a hierarchy based primarily on the extent to which a government is bound to observe
constraints imposed upon the use of the resources reported in governmental funds.

1. Nonspendable tamounts that cannot be spent because the amounts are either not in
spendable form or are legally required to be maintained intact, such as inventory, prepaid
expenses, or other assets.

2. Restricted amounts that can be spent only for specific purposes because of constitutional
provisions or enabling legislation or because of constraints that are externally imposed by
creditors, grantors, contributors, or the laws or regulations of other governments.

3. Committed *amounts that can only be used for specific purposes determined by a formal
action of the City Council, the highest level of decision-making authority for the City.
Commitments may be established, modified, or rescinded only through ordinances approved
by the Council.

4. Assigned xamounts that do not meet the criteria to be classified as restricted or committed
but that are intended to be used for specific purposes determined by a formal action of the
Council, such as adopting the annual budget or by resolution.

5. Unassigned zall other spendable amounts. The General Fund is the only fund allowed to
have an unassigned fund balance unless the fund balance is negative.

The City has established a fund balance spending policy for those instances where an
expenditure is incurred for a purpose for which amounts in any of the restricted or unrestricted fund
balance classifications (committed, assigned, or unassigned) could be used. The City will apply
expenditures against restricted amounts first, followed by committed, assigned, and unassigned
amounts.
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Net Position Flow Assumption

At times the City will fund outlays for a particular purpose from both restricted (e.g., restricted
bond or grant proceeds) and unrestricted resources. To calculate the amounts to report as restricted
net position and unrestricted net position in the government-wide and proprietary fund financial
statements, a flow assumption must be made about the order in which the resources are considered
to be applied. ,W LV Wskblicgto dbn§ider restricted net position to have been depleted before
unrestricted net position.

Allowance for Uncollectible Receivables

The City calculates its allowances for uncollectible receivables using historical collection data
and, in certain cases, specific account analysis. The total allowance amounts are summarized
below.

NOTE 2 +PROPERTY TAX

The City's property tax is levied each July 1 on the assessed value of real and personal
property located in the City. At that time, a lien is placed against the property. Assessed values are
established by the Maryland State Department of Assessments and Taxation. A revaluation of all
property is required to be completed every three years. For owner-occupied residential property,
owners can choose to pay one payment due September 30th or two installments due on September
30th and December 31st. Property taxes are due from all other taxpayers on September 30th. Once
the due date has passed, interest is charged each month or fraction thereof (at an interest rate of
15% per year), until such taxes are paid. Property with delinquent taxes, are included in the tax sale
each May or June conducted by Anne Arundel County. The assessed market value of taxable real
property and personal property as of July 1, 2021, was approximately $7,379,361,249 and
$180,652,960, respectively.

NOTE 3 +DEPOSITS AND INVESTMENTS

&LW\TV &DVK DOQG ,QYHVWPHQWYV

The City records all operating cash in a pooled fund separate from other City funds except
the Pension and Other Postemployment Benefit Trust Funds, which holds investments separate
from other City funds and controls its own cash transactions. The pooled cash fund is combined with
the General Fund for reporting purposes and amounts applicable to other funds are transferred
through the interfund receivable and payable accounts.
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Custodial Credit Risk +

Deposits: In the case of deposits, custodial credit risk is the risk that in the event of a bank
IDLOXUH WKH JRYHUQPHQWYV GH3BRN LAV W PV LARWA \EVM PUHEPVWX B R € GF \
least 102% collateralization of deposits. The carrying amount of total deposits for the City was
$1,116,335; and the bank balances were $2,123,972 as of June 30, 2021. As of June 30, 2021, the
CLW\TV EDQBNwErBflp kaktralized.

Teller and petty cash totaled $7,135 at June 30, 2021.

Money Markets: The City invests some operating and all bond proceeds in short-term
money market funds that are not subject to custodial credit risk. The total amount invested in these
short-term money market funds was $25,765,327 as of June 30, 2021. These funds are unrated.

Investments: The City is authorized to invest in obligations of the U. S. Treasury, agencies
and instrumentalities, bankers' acceptances, repurchase agreements, certificates of deposit, and the
6WDWH RI ODU\ODQGTY ORFDO JRYHUQPHQW LQYHVWPHQW SRRO

The investments of the Police and Fire Pension Plan are described in note 7 to the financial
statements.

The Retiree Health Trust investments are invested in the Maryland Association of Counties
Pooled OPEB Trust (MACO Trust). The MACO Trust is administered by Davenport & Company LLC,
and is a wholly-owned instrumentality of its members. The assets of the Trust are managed by a
Board of Trustees and consist of U.S. Treasury obligations, U.S. government agencies, corporate
and foreign bonds, municipal obligations, taxable fixed income securities, mutual funds, global
funds, and international equity securities. 7KH &LW\V LOQYHVWPHQW LQQUKHR30%$&2 7U
as of June 30, 2021.

Interest Rate Risk - The City plans its investments to match cash flow requirements. In
accordance with its investment policy, the City does not directly invest in securities maturing more
than one year from the date of purchase. The Maryland Local Government Investment Pool (MLGIP)
used by the City is operated in accordance with Rule2a7 of the Investment Company Act of 1940.
7KH &LW\V LQYHVWPHQWY LQ WKH SRRO DUH QRW LQFOXGHG LQ W
7KH &LW\TV LQYHVW P HQoVE868,45>1&as*af JuddBd, 2021.

Credit Risk- 6WDWH ODZ DQG WKH &LW\YfV LQYHVWPHQW SROLF\ OLF
acceptances and commercial paper to the highest letter and numerical rating by at least one
nationally recognized statistical rating organization. The Maryland Local Government Investment
B3RRO LV UDWHG $$$P" E\ 6WDQGDUG 3RRUfV

Concentration of Credit Risk - 7KH &LW\YfV LQYHVWPHQW SROLF\ ZLWK WKH

Treasury securities and authorized pools, states no more than one-third ofthe CLW\TV WRWDO LQY'}
portfolio will be invested with a single financial institution.
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Investments and Valuation - The City categorizes its fair value measurements within the fair
value hierarchy established by generally accepted accounting principles. The hierarchy is based on
the valuation inputs used to measure the fair value of the asset and gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements)
and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair
value hierarchy are described below

x Level 1 +Valuations based on unadjusted quoted prices for identical assets or liabilities in
active markets;

X Level 2 +Valuations based on quoted prices for similar assets or liabilities in active markets
or identical assets or liabilities in less active markets, such as dealer or broker markets; and

x Level 3 +Valuations derived from valuation techniques in which one or more significant
inputs or significant value drivers are unobservable, such as pricing models, discounted cash
flow models and similar techniques not based on market, exchange, dealer or broker-traded
transactions.

Transactions are recorded on the trade date. Realized gains and losses are determined
using the identified cost method. Any change in net unrealized gain or loss from the preceding
period is reported in the statement of revenues, expenses, and changes in net position. Dividends
are recorded on the ex-dividend date. Interest is recorded on the accrual basis.

Debt and equity securities classified in Level 1 of the fair value hierarchy are valued using
prices quoted in active markets for those securities. Debt securities classified in Level 2 of the fair
value hierarchy are valued using a matrix pricing technique. Matrix pricing is used to value securities
EDVHG RQ WKH VHFXULWLHVY UHODWLRQVKLS WR EHQFKPDUN TXRMW
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Capital assets at June 30, 2021 consist of the following:
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Depreciation was charged as follows:

NOTE 5 - DEBT

The City issues general obligation bonds to provide funds for the acquisition and construction
of major capital facilities. General obligation bonds have been issued for both governmental and
business-type activities. These bonds are reported in the proprietary funds if the bonds are expected
to be repaid from proprietary fund revenues. In addition, general obligation bonds have been issued
to refund general obligation bonds. General obligation bonds are direct obligations and pledge the
full faith and credit of the City. Refunding debt is repaid by either the General Fund or proprietary
fund based on the debt that was refunded.

The City has defeased certain general obligation bonds by placing the proceeds of new
bonds in irrevocable trusts to provide for future debt service payments on the old bonds.
Accordingly, the trust account assets and the liability for the defeased bonds are not included in the
&LW\YV ILQDQFLDO VWDWHPHQWYV

Under provisions of Article 41, Section 14-101 through 14-109 of the Annotated Code of
Maryland, the City has participated in Economic Development Revenue Bonds for various projects
within the City. Neither the bonds nor the interest thereof constitute an indebtedness or contingent
liability of the City and, accordingly, these bonds are not included in the & L Wbe$i¥ financial
statements. During fiscal years 1998, 2007, and 2016, the City issued $7,835,000, $13,445,000, and
$24,460,000 UHVSHFWLYHO\ RI WKHVH ERQGV RQ EHKD @éngofibW -RKQTV
educational corporation. ,Q ILVFDO \HDU i refuRded &/ 12OR Gbnds and a
portion of the 2007 bonds. ,Q ILVFDO \HDU 6W -RKQTV &ROOHJIH LVVXHG
bonds which were issued to finance and refinance certain capital projects and to refund the Series
2007 bonds. The amount of conduit debt outstanding as of June 30, 2021 was $19,842,575 for the
2016 and 2020 issuances.

51



CITY OF ANNAPOLIS, MARYLAND
NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 5 - DEBT (CONTINUED)

In fiscal year 2019, the City entered into an equipment loan with Bank of America. The City
borrowed $5,487,764 in the first tranche of the loan. The City used the proceeds to purchase
vehicles for public safety and public works. Payment terms include 3.044% annually paid over five
to ten years based on the lives of the related assets. The loan is secured by a lien on the vehicles. In
September 2019, the City entered into lease agreement for equipment with Bank of America for
Tranche 2. The City borrowed $2,414,500 at a 1.7330% interest rate paid annually over five to ten
years based on the lives of the related assets.

In September 2020, the City entered into a lease agreement for equipment with Bank of
America for Tranche 3. The City borrowed $584,131 for at a 1.5196% interest rate paid annually
over five to ten years based on the lives of the related assets.

On November 5, 2020, the City entered into a $12,600,000 Bond Anticipation Note (BAN) in
the form of a line of credit with JPMorgan Chase Bank, N.A. The City intends to use the proceeds
for financing public projects and to pay the costs of issuance associated with the BAN. Interest on
the BAN is payable monthly and will be calculated as 80% of the Daily LIBOR plus 79 basis points.
The BAN is set to mature November 4, 2022, however the City plans to convert the BAN to long-
term bonds in FY 2022. As of June 30, 2021, the City had drawn $50,001 on the line of credit with
JPMorgan.

The following is a summary of changes in long-term liabilities by type for the year ended
June 30, 2021:
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The liability for pension-related debt is fully liquidated by the General Fund. The liability for
the OPEB is expected to be liquidated by the general and proprietary funds. The liability for
compensated absences will be liquidated by general and proprietary funds based on the fund paying
WKH UHVSHFWLYH HPSOR\HHVY ZDJHV

The City Charter limits the aggregate amount of bonds and other indebtedness to 10% of the
assessable base of the City, which includes real and personal property. The limitation amount does
not include Water and Sewer Fund debt because this is debt paid solely by user fees from the
respective fund. As of June 30, 2021, the debt margin of the City was as follows:
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Long-term debt comprises the following amounts as of June 30, 2021:
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Interest incurred on general obligation bonds allocated to the governmental and business-type
activities were $1,733,919 and $2,744,974, respectively for the year ended June 30, 2021.

Long-term debt maturities, excluding the unamortized loss on refunding of $629,946 and
$1,717,988 in governmental and business-type activities, respectively, are scheduled as follows:
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City as Lessor

The City leases a portion of its closed landfill to Annapolis Solar Park, LLC (ASP) to
construct and operate solar energy generation equipment at the site. The term of the lease began
August 2015 and ends on June 1, 2038, 20 years after construction was complete. The lease
requires an annual base rent of $10,000 in the first year that escalates at 2% each year thereafter;
an additional fee of $15,000 per month for each megawatt of capacity, increasing 2% each year; and
an offset of $13,179 each month for the excess cost of construction.

Construction of the solar park was completed in June 2018, and in fiscal year ended June
30, 2021, the City received base rent totaling $11,041. At July 1, 2021, the base rent was $11,262
the additional rent is $203,650, and the offset is $87,942, for total annual payment of $126,970. The
future payments are below.

The City also leases space on its water tower on Janwal Street to ATT for cellular
transmission equipment. The lease term began in fiscal year 2009. The initial term of the lease was
five years, and the lessee has the option to extend the agreement for an additional three terms of
five years each. Currently, the agreement is extended through fiscal year 2024. The annual
payment in fiscal year 2021 was $72,537, and the payment escalates 5% each year. The future
lease payments due to the City are as follows.

City as Lessee

On June 29, 2015, the City entered into an agreement with KDBA, LLC as the property
owner of 145 Gorman Street, Annapolis. The City leases the three-story property including the
entire second floor, third floor, first floor lobby, stairway, and equipment room. The City uses the
premises for several departments including Planning and Zoning, Public Works, Office of
Environmental Policy, and Human Resources.

The lease term is from July 1, 2016 to June 30, 2030. The City paid an option to extend fee

of $625,000 that provides the City with a single option to extend the term of the lease to July 1,
2094.
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Commencing on the effective date, and continuing through June 30, 2016, the base rent was
$378,308 payable in monthly installments of $31,526, with 3% increase each year. The agreement
also requires the City to pay expenses, including its share of common expense within 30 days after
the owner gives the City notice ofthH DPRXQWV 7KH RZQHU PD\ UHYLVH WKH HV\
share of the expenses once each year.

Rent expense paid for the building at 145 Gorman totaled $513,291 in 2021, including the
base rent of $438,563 and additional expense of $74,728. Future annual rent lease payment are as
follows:

The City entered into an agreement with Shoregate of Chinquapin, LLC for a portion of the
building at 209 Chinquapin Round Road, Annapolis. The lease term is from August 2015 to July
2022. Commencing on the effective date and continuing through July 31, 2022, the annual rent
changes per a schedule provided in the agreement. In addition to the base rent, the City must pay a
portion of all costs and expenses incurred by the owner for management, maintenance, repair, and
RSHUDWLRQV RI WKH SUHPLVHVY 7KH &LW\ PD\ WHUPLQDWH WKH DJ
paid for base rent in 2021 was $108,940. Total paid for expense was $24,923.

The follow are the future annual rent payments:
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A) Maryland State Retirement and Pension System

Plan Descriptions

Generally, all regular City employees, except police and fire personnel, participate in the
Employees Retirement and Pension System (the System), a cost sharing multiple-employer defined
benefit plan sponsored and administered by the State Retirement and Pension System of Maryland.
The System was created by the Maryland General Assembly. The Police and Fire Pension Plan was
established by the City Council through legislation. Police and fire personnel participate in the single
HPSOR\HU GHILQHG EHQHILW SHQVLRQ SODQ Huhth Ré&sourdeD GPLQLVWH
Manager. In addition, the City established an eight-member police and fire retirement plan
commission to review funding and actuarial reports and to make investing decisions. The City
Council has the authority to establish and amend benefit and contribution provisions.

General Information about the Employees Retirement and Pension System

Plan description. Employees of the City, except uniformed police and fire personnel, are
covered by the Maryland State Retirement and Pension System (the System), which is a cost
sharing employer public employee retirement system. While there are five retirement and pension
systemsuQGHU WKH 6\VWHP HPSOR\HHV RI WKH &LW\ DUH D PHPEHU R
Pension Systems. The System was established pursuant to State Personnel and Pensions Article of
the Annotated Code of Maryland to provide retirement allowances and other benefits to State
employees, teachers, police, judges, legislators, and employees of participating government units.
The Systemis DGPLQLVWHUHG E\ WKH 6WDWH 5HWLUHPHQW $JHQF\ 5HV!
administration and operation is vested in a 15-member Board of Trustees. The System issues a
publicly available financial report that can be obtained at http://www.sra.state.md.us.

Benefits provided. The System provides retirement allowances to employees of participating
governmental units. For individ XDOV ZKR EHFRPH PHPEHUV RI WKH (PSOR\HHVY
Pension Systems on or before June 30, 2011, retirement/pension allowances are computed using
both the highest three years Average Final Compensation (AFC) and the actual numbers of years of
accumulated creditable service. )RU LQGLYLGXDOV ZKR EHFRPH PHPEHUV RI WKF
System on or after July 1, 2011, pension allowances are computed using both the highest five years
AFC and the actual number of years of accumulated creditable service. Various retirement options
are available under each system which utmDWHO\ GHWHU P L Q H YereRsZalbwaheeWil U HH § V
be computed. Some of these options require actuarial rHGXFWLRQV EDVHG dRd@orWKH UHWLI
GHVLIJQDWHG EHQHILF labdsifidr &cwwaviaDiac@is.G D JH

$ PHPEHU RI WKH (PSOR\HHVY 3HQVLRQ 6\VWHP LV JHQHUDOO\
upon the earlier of attaining age 60 or accumulating 30 years of creditable service, regardless of
age. The annual retirementallowD QFH HTXDOV RI WKH PHPEHUYYV DYHUI
compensation (AFC) multiplied by the number of years of accumulated creditable service.
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$ PHPEHU RI WKH (PSOR\HHVY 3HQVLRQ 6\V W,hsRrliglu® fBrfullEHI R U H
retirement benefits upon the earlier of attaining age 62 with specified years of eligibility service or
accumulating 30 years of eligibility service, regardless of age. An individual who becomes a member
Rl WKH (PSOR\HHVTT 3H @waft&r Qup1\20LH B ellgible for full retirement benefits if
W KH P H PderHbingd/age and eligibility service equals at least 90 years or if the member is at
least 65 and has accrued at least 10 years of eligibility service.

For most individuals whR UHWLUHG IURP WKH (PSOR\HHVY 3HQVLRQ 6\VW
2006, the annual pension allowance equals 1.2% of the members AFC multiplied by the number of
years of credible service accumulated prior to July 1, 1998, plus 1.4% of the members AFC
multiplied by the number of years of credible service accumulated subsequent to June 30, 1998.
'LWK FHUWDLQ H[FHSWLRQV IRU LQGLYLGXDOV ZKR DUH PHPEHUYV |
after July 1, 2006, the annual pension allowance equals 1.2% of the me P E H U  Vm&iltiglied by the
number of years of credible service accumulated prior to July 1, 1998, plus 1.8% of the members
AFC multiplied by the number of years of credible service accumulated subsequent to June 30,
1998. Beginning July 1, 2011, anynew PHPEHU Rl WKH (PSOR\HHVY 3HQVLRQ 6\VWt
DQQXDO SHQVLRQ DOORZDQFH HTXDO WR RI WKH PHPEHUYV $)&
creditable service accumulated as a member of WKH (PSOR\HHVY S3HQVLRQ 6\VWHP

Contributions. The City and covered members are required by State statute to contribute to
the System. OHPEHUV RI WKH (PSOR\HHVY 3HQVLRQ 6NeVB-H%B abnualy, UHT XLU
depending on the retirement option selected. The contribution requirements of the participating
governmental employers are established and may be amended by the Board of Trustees for the
System.

TheCityfV FRQWUDFWXDOO\ UHTXLUHG FRQWULEXWLRQ UDWH IRU
Pension System for the year ended June 30, 2021, was 10.24% of annual payroll, actuarially
determined as an amount that, when combined with employee contributions, is expected to finance
the costs of benefits earned by employees during the year, with an additional amount to finance any
unfunded accrued liability. The City paid its required contributions, of $1,994,681, during the year
ended June 30, 2021.

Pension Liabilities, Pension Expense and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2021, the City reported a liability of $17,530,694 for its proportionate share of the
net pension liability of the System. The net pension liability was measured as of June 30, 2020, and
the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of thatdate. 7KH &LW\fV SURSRUWLRQ RI WKH QHW SHQVLRQ OLD
employer contributions billed to participating government units for the year ended June 30, 2020.
The contributions were increased to adjust for differences between actuarial determined
contributions and actual contributions by the State of Maryland. As of June 30,2020 WKH &LW\{V
proportionate share was 0.07757%, up from 0.07583% in the prior year.
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For the year ended June 30, 2021, the City recognized pension expense of $1,987,366. At
June 30, 2021, the City reported deferred outflows of resources and deferred inflows of resources to
pensions from the following sources:

City contributions made after the measurement date but before the end of fiscal year 2021
will be recognized as a reduction of net pension liability in the subsequent fiscal period. Amounts
reported as deferred outflows of resources and deferred inflows of resources related to pensions will
be recognized in pension expense as follows:

Actuarial assumptions. The total pension liability in the June 30, 2020, actuarial valuation
was determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Mortality rates were based on Public Sector 2010 Mortality Tables calibrated to MSRPS
experience with generational projections using MP-2018 (2-dimensional) mortality improvement
scale.
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The economic and demographic actuarial assumptions used in the June 30, 2020 valuation
ZHUH DGRSWHG E\ WKH 6\VWHPTV %RDUG RI 7TUXVWHHYV EDVHG XSR(
study for the period 2014-2018, which was completed during fiscal year 2018. Certain assumptions
from the experience study, including mortality rates, retirement rates, withdrawal rates, disability
rates, and rates of salary increase, were adopted by the Board for the first use in the actuarial
valuation as of June 30, 2019. As a result, an investment return assumption of 7.40% and an
inflation assumption of 2.60% were used for the June 30, 2020 valuation. The cost of living
adjustment, salary increase and payroll growth assumptions have also changed as a result of the
change in the inflation assumption.

The long-term expected rate of return on pension plan investments was determined using a
building block method in which best estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-range expected rate of return by
weighting the expected future real rates by the target asset allocation percentage and by adding
expected inflation. Best estimates of geometric real rates of return were adopted by the Board after
FRQVLGHULQJ LQSXW IURP WtohsutamsNahtiRgitiarleQ Fdd &adh i) Wsset
FODVV WKDW LV LQFOXGHG LQ WKH 6\VWHPTV WDUJHWmBradHW DOOI
in the following table:

7KH DERYH ZDV WKH 6\VWHPTV %RDUG RI 7TUXVWHHYV DGRSWHG
estimate of geometric real rates for each major asset class as of June 30, 2020.

For the year ended June 30, 2020, the annual money-weighted rate of return on pension
plan investments, net of the pension plan expense was 3.5%. The money-weighted rate of return
expresses investment performance, net of investment expense, adjusted for the changing amounts
actually invested.
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Discount rate. The single discount rate used to measure the total pension liability was 7.40%.
This single discount rate was based on the expected rate of return on pension plan investments of
7.40% The projection of cash flows used to determine this single discount rate assumed that plan
member contributions will be made at the current contribution rate and the employer contributions
will be made at rates equal to the difference between actuarially determined contribution rates and
the member rate. Based on these assumptions, the pension plans fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.

Pension plan fiduciary net position. Detailed information about the pension plans fiduciary
QHW SRVLWLRQ LV DYDLODEOH LQ WKH VHSDUDWHO\ LVVXHG 6\VWH

Sensitivity of the Net Pension Liability. Regarding the sensitivity of the net pension liability to
FKDQJHV LQ WKH VLQJOH GLVFRXQW UDWH WKH IROORZLQJ SUHVH:
using a single discount rate of 7.40%, as well as whatthe & LW\V QHW SHQVLRQ OLDELOLMW
were calculated using a single discount rate that is one percentage point lower or one percentage
point higher:

B) General Information about the  Police and Fire Pension Plan
Single Employer Plan .

The Police and Fire System is a single-employer defined benefit plan that covers the sworn
police and fire personnel of the City. The plan provides retirement, disability, and death benefits to
its members and beneficiaries. The plan has four subplans: Old Plan, Old Plan Revised, New Plan,
and New Plan Revised. Plan membership is determined by date of hire and, in some cases,
voluntary selection.

All current active members participate in the New Plan Revised. Normal retirement date for
participants hired before July 1, 2012, is the completion of 20 years of active service, while the
normal retirement date for those hired on or after July 1, 2012, is the completion of 25 years of
active service. The normal retirement benefit is 50% of final earnings at 20 years of service plus
2.25% of final earnings for each year of active service between 20 and 24 years and 2.5% of final
earnings for each year in excess 24 years with a maximum benefit is 70%. Cost of living increases
are 2% annually, and employee contributions are 8% of salary. Participants may choose to
participate in a Deferred Retirement Option Program (DROP) upon becoming eligible for normal
retirement. Additional benefit accruals cease upon enroliment in the DROP.
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Participants in the original plan were required to contribute 3% of their annual salary, and the
revised plan participants are required to contribute 8% of their annual salary. The City funds the
remaining cost of the plan through employer contributions. The contribution rate applied to actual
payroll is actuarially determined and consists of a hormal cost component and an unfunded actuarial
liability component. For the year ended June 30, 2021, the City had an actuarially determined
contribution of $5,857,036 or 28.20% of covered payroll, and the City made a contribution of
$6,352,698 ZKLFK LV LQ DFFRUGDQFH ZLWK WKH DFWXDU\TV WadFRPPHC
30.62% of covered payroll. Pension payments and the administrative costs of the plan are financed
through investment earnings and liquidation of investments and contributions from the City and
participants 7KH 30DQ LV FRQVLGHUHG SDUW RI WKH &LW\TV UHSRUWLC
financial statements as Pension Trust funds. There is no separately issued financial report for this
plan.

The financial statements of the plan are prepared using the accrual basis of accounting. Plan
member contributions are recognized in the period in which the contributions are due. 7KH &LW\TV
contributions are recognized when due and a formal commitment to provide the contributions has
been made. Benefits and refunds are recognized when due and payable in accordance with the
terms of the plan. All plan investments are reported at fair value. Securities traded on a national
HIFKDQJH DUH YDOXHG DW WKH ODVW UHSRUWHG V.B&tttlesSULFH RQ
without an established market are reported at estimated fair value.

7KH 30DQTVY LQYHVWPHQW SROLF\ GRHV QRW Sag®&wthD Q\ OLPLV
respect to the duration of their investments. The following ILVW VKRZV WKH 30DQfit¥ GHEW V
their related weighted-average maturities:

Credit Risk/Concentration of Credit Risk +Credit risk is the risk that an issuer or other
counterparty to an investment will not fulfill its obligations. 7TKH &LW\fV LQYHVWPHQW SROLF
JXLGHOLQHY LQGLFDWH ERQGYV PXVW KDYH D UDWLQJ RI 3%DD %%%
rating agencies.

The City does not have investments in any one company that represents 5% or more of net
position held for pension benefits.
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As of June 30, 2021, the System V IL[HG L Q@BtRénhtds Hadtie following risk
characteristics:

Custodial Credit Risk *Wilmington Trust invests in a money market fund on behalf of the
Plan. As of June 30, 2021, the amount in the money market fund was $4,594,416. This fund is
uninsured and uncollateralized. All other investments of the fund are held by Wilmington Trust as
trusteein WKH 30DQTV QDPH

! Limited partnerships & alternative investments +This type includes nine limited partnership and alternative investment funds. These
funds invest primarily in U.S. common stock, real estate investment trusts, commaodities, offshore investment funds, investment
partnerships, and pooled investment vehicles. The fair values of the investments in this type have been determined using the NAV
per share of the investments. Redemption frequencies range from monthly to quarterly. There are no plans to liquidate the total
portfolio.

2 Real estate investment trusts +This type includes three real estate funds that investment primarily in U.S. commercial real estate.
The fair values of the investments in this type have been determined using the NAV SHU VKDUH RU LWV HTXLYDOHQW
RZQHUVKLS LQWHUH YV WREed#) eSddeUnetiddntg fhckideDpparristic, stabilized and development assets within

multi &amily and senior housing, industrial, retail, office, and self atorage, with a U.S. focus. These investments have an approximate
life of 7 to 10 years and are generally illiquid. Subject to market conditions, redemption restrictions are in place throughout the life of
the investment. Distributions are received as investments are realized. There are no plans to liquidate the portfolio.
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The valuation for investments measured at the net asset value (NAV) per share or its
equivalent is presented on the following table.

7KH &LW\TV 3HQV LRQarvikvEsthwntl poligysdesigned to provide benefits as
anticipated through a carefully planned and executed investment program that achieves a
reasonable long-term total return consistent with the level of risk assumed. To help achieve this
UHWXUQ SURIHVVLRQDO LQYHVWPHQW PDQDJHUYV DUH HPSOR\HG E
Wilmington Trust is the plan trustee for the assets.

Investment Policy :

The City's investment managers are contractually restricted to investments in common stock,
public bonds, real estate, and alternative investment funds. 7KH 30DQYfYV LQYHVWPHQW SROI
asset allocation plan for investments. 7KH IROORZLQJ ZDV WK HeB@azQifivpdicg RSWHG [
as of June 30, 2021:

Concentrations :

The Plan held investments (other than those issued or explicitly guaranteed by the U.S.
Government) in any one organization that represented 5% or more of the pensionp ODQYV ILGXFLDU
net position, as follows, as of June 30, 2021:
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At June 30, 2021, the City reported a liability of $31,479,031 for the 3 O D @efipénsion
liability. The net pension liability was measured as of June 30, 2021, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of July 1,
2020.

Net Pension Liability:

The net pension liability of the trust as of June 30, 2021, for measurement date June 30,
2021, is as follows:

In the year ended, June 30, 2021, the City recognized pension expense of $667,645. The
&LW\V WZR SHQVLRQ SODQV UHFRJQL]JHG D6FHRBEMMFRYARISHQVLRQ HJ|

At June 30, 2021, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:
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Actuarial assumptions. The total pension liability in the July 1, 2020, actuarial valuation was
determined using the following actuarial assumptions applied to all periods included in the
measurement:

Mortality rates for non-disabled retirees were based on RP-2014 Mortality Table, projected to
the year 2024, using scale SSA. Rates are set forward 5 years for disabled lives.

The long serm expected rate of return on pension plan investments was determined using a
building block method in which best astimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long éerm expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rate of return for each major asset class
LOQFOXGHG LQ WKH g asvet &Hiqzatod ar@stuivimaried in the following table:

7KH 3ROLFH DQG )LUH 5HWLUHPHQW &RPPLVVLRQTVY DGRSWHG
estimate of geometric real rates for each major asset class as of June 30, 2021, is as follows:

Discount Rate. The discount rate used to measure the total pension liability was 7.25%. The
projection of cash flows used to determine the discount rate assumed that plan member
contributions will continue to be made at rates equal to the difference between actuarially
determined contribution rates and the member rate. Based on those assumptions, the pension
SODQYV ILGXFLDU\ QHW StB helavailaRI®for &l VutGdJdeméfid payhie@s.
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Sensitivity o f Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the City calculated using the discount rate
of 7.25%, as well as what the CityfV QHW SHQVLRQ OLDELOLW\ ZRX@®& EH LI LW Z
discount rate that is one percentage point lower ( 6.25%), or one percentage point higher ( 8.25%)
than the current rate:

Rate of Return on Investments:

The annual money-weighted rate of return on pension plan investments, net of pension plan
investment expenses, for the year ended June 30, 2021 was 28.0%. The money-weighted rate of
return expresses investment performance, net of expenses, adjusted for the changing amounts
actually invested.
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C) Other Post employment Ben efits

Plan Description:

The City provides a postemployment health insurance program in addition to the pension
benefits. These postemployment benefits are subject to change at any time. The plan is a single-
employer defined benefit plan. All employees who retire from the City may participate in the
program. In order to be eligible, the retiree must have met normal service retirement criteria and,
immediately preceding retirement, been enrolled in a medical, vision or prescription drug insurance
plan offered to active employees of the City. The City will pay 2.5% of the premium for each year of
service up to a maximum of 70%. Other retirees who do not meet the eligibility criteria are permitted
to participate in the health insurance program by paying the full premium at the group rate. Actuarial
valuations for postemployment plans involve estimates of the value of reported amounts and
assumptions about the probability of events far into the future, and actuarially determined amounts
are subject to continual revision as results are compared to past expectations and new estimates
are made about the future. The City does not provide a separate, audited GAAP-basis
postemployment benefit plan report.

In fiscal year 2015, the City Council approved joining the Maryland Association of Counties
Pool OPEB Investment Trust Fund. The City maintains most of the OPEB plan assets in this fund
and receives a proportional amount of its investment earnings and expenses.

The OPEB liability was based on an actuarial valuation as of June 30, 2020, rolled forward to
June 30, 2021.

The components of the net OPEB liability of the City at June 30, 2021, were as follows:

Employees covered by benefit terms. At June 30, 2021, the following employees were
covered by the benefit terms:

Contributions. The City currently funds retiree costs on paygo basis. In order to reduce future
liability, the City funds trust assets using employer and employee payroll contributions and a lump
sum General Fund contribution.
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CITY OF ANNAPOLIS, MARYLAND
NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 7 +BENEFIT PLANS (CONTINUED)

Net OPEB Liability :

7KH &LW\TV QHW a&s(fealued B4 ddIuke\30, 2021, and the total OPEB liability
used to calculate the net OPEB liability was determined by an actuarial valuation as of June 30,
2020 rolled forward to June 30, 2021. The total OPEB liability in the June 30, 2020 actuarial
valuation was determined using the following actuarial assumptions, applied to all periods included
in the measurement, unless otherwise specified:

The long-term expected rate of return on OPEB plan investments was determined using a
building block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of investment expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. Best estimates of arithmetic real rates of return for each major asset class
included in the target asset allocation as of June 30, 2021, are summarized in the following table:
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CITY OF ANNAPOLIS, MARYLAND
NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 7 +BENEFIT PLANS (CONTINUED)

Discount rate:

The discount rate used to measure the total OPEB liability was 4.17%. The City does not
have a formal funding policy, but funds a portion of the actuarially determined contribution to the
OPERB trust fund. It is expected that benefits will be paid from the Trust when a 50% funding level is
reached. Based on this information, the City projects that benefits will be financed on a pay as you
go basis until depletion in 2043. Therefore, the expected trust return of 7.00% is blended with the
20-year Aa bond rate of 1.92% resulting in a blended rate of 4.17%. The prior rate was 4.51%.

Sensitiv ity of the Net OPEB L iability to Changes in the Discount R ate:

The following presents the net OPEB liability of the City, as well as what the City's net OPEB
liability would be if it were calculated using a discount rate that is one percentage point lower
(3.17%) or one percentage point higher (5.17 %) than the current discount rate:
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CITY OF ANNAPOLIS, MARYLAND
NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 7 +BENEFIT PLANS (CONTINUED)

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend R ates:

The following presents the net OPEB liability of the City, as well as what the City's net OPEB
liability would be if it were calculated using healthcare cost trend rates that are one percentage point
lower or one percentage point higher than the current healthcare cost trend rates:

OPEB Expense an d Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended June 30, 2021, the City recognized OPEB expense of $1,151,952. At
June 30, 2021, the City reported deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
OPEB will be recognized in OPEB expense as follows:
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CITY OF ANNAPOLIS, MARYLAND
NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 7 +BENEFIT PLANS (CONTINUED)

D) Summarized F inancial Information for Benefit Plans

Condensed Statements of Fiduciary Net Position

Condensed Statements of Changes in Fiduciary Net Position

NOTE 8 +INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund receivables and payables, represent temporary balances between other funds and
the General Fund where cash is pooled, comprise the following at June 30, 2021:
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CITY OF ANNAPOLIS, MARYLAND
NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 8 +INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS (CONTINUED)

Transfers between other funds and the general fund consist of the following as of June 30,
2021:

Transfers are used to move unrestricted revenues to fund various programs, provide
subsidies, and support pay-go funding.

NOTE 9 - CONTINGENCIES

The City in the normal course of activities is a defendant in several lawsuits. Losses, if any,
DUH HVWLPDWHG WR EH OHVV WKD Q RMéntal &idbiifie§ srelcQuerXd bPt@e-H FRY H L
ELWN\TMYWUOUDQFH IXQG DQG WKH &LW\fV SDUWLFLSDWLRQ LQ WKH
Trust, a public entity risk pool.

NOTE 10 +CAPITAL FACILITIES AND CONNECTION CHARGES

In the enterprise funds, capital facility charges are assessed to property owners over a period
of thirty years from the date related properties physically connect to the City's water or sanitary
sewage collection and treatment systems. Such charges are legally restricted to pay for capital
construction within the systems or to pay for debt service on debt issued to finance such
construction. As such construction is typically financed with debt, the City recognizes the annual
charges earned as an addition to contributed capital.

A connection charge not exceeding the cost of connecting to the systems is assessed and
collected prior to connection. Such revenue is recognized as operating income and recorded as
charges for services.

NOTE 11 - GRANTS

The City receives grants from various federal, state, and local sources. Expenditures from
certain grants are subject to audit by the grantor, and the City is contingently liable to refund
amounts received in excess of allowable expenditures. ,Q WKH RSLQLRQ RI WKH &LW\fV P
material refunds will be required as a result of disallowed expenditures.
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CITY OF ANNAPOLIS, MARYLAND
NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 12 +RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; thefts of, damage to, and
destruction of assets; errors and omissions; injuries to workers; and natural disasters. The City
maintains a Self Insurance Fund that includes coverage for general liability, and workers
compensation, and a Health Insurance Fund that includes coverage for health, dental, prescription
and vision benefits. The City also participates in the Maryland Local Government Insurance Trust
(LGIT), a public entity risk pool that provides insurance for claims in excess of coverage provided by
WKH &LW\TV 6HQ@hd,QVXUDQFH )

LGIT is a total risk and cost sharing pool for all participants. In the event that /*, 7 General
Fund falls into a deficit that cannot be satisfied by transfers from capital and surplus accounts, the
Trustees shall determine a method to fund the deficit. The Trust agreement empowers the Trustees
to assess an additional premium to each deficit year participant. Debt issues could also be used to
fund a deficit.

The City accounts for the current financial operations of the Self Insurance Fund in an
internal service fund. The City maintains excess coverage to reduce the exposure from catastrophic
claims. A third-party insurance administrator is employed to estimate funding requirements and
liabilities of the Self Insurance Fund. The funding for each year represents the present value of the
amount needed to pay the expected final settlement values for all claims that occur in that year,
regardless of the date reported. Claims incurred but not reported are accounted for as self insurance
costs on the government-wide statement of net position. The carrying amount of liabilities for unpaid
claims is presented at present value using a discount rate of 4% to recognize the time value of
money. The changes in accrued payables and other liabilities during fiscal years 2021 and 2020
were as follows:

There have been no reductions in insurance coverage from the prior year, and during the last
three years, the total amount of settlements has not exceeded insurance coverage.

NOTE 13 +LANDFILL CLOSURE

On -XQH WKH &LW\YV ODQGILOO RSHfWardh3R @298 AeUH WHUF
landfill was closed with closure and post closure costs recorded under current federal and State
regulations. The City will continue the monitoring process per the regulations and currently plans to
maintain the site as open space. Actual costs may be higher due to inflation, changes in technology,
or changes in regulations. An annual appropriation is established for monitoring costs and any post
closure care requirements exceeding the original estimates will be covered by future tax revenues.
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NOTES TO BASIC FINAN CIAL STATEMENTS
JUNE 30, 2021

NOTE 14 +SUBSEQUENT EVENTS

During fiscal year 2019 the State conducted a review of the City's participation in the
Maryland State Pension System. The State concluded that certain contractual employees should
have been enrolled in the Maryland State Retirement System. The City has reviewed the State's
findings and has legitimate concerns about the State's interpretation of the law and the amount of
any obligation. Currently, the City is in the process of final settlement in principle of all outstanding
issues. The settlement is not expected to materially affect future financials.

On November 10, 2021, the City issued $13,880,000 (2021A) and $48,915,000 (2021B)
JHQHUDO REOLJDWLRQ ERQGV 7KH $ ERQGYV UHILQDQFHG DOO F
anticipation note, financed certain capital projects and paid the costs of issuance. The 2021B issue
paid the full costs of issuance of the 2021B Bondsas ZHOO DV DGYDQFH UHIXQGHG WKH
Improvements and Refunding Bonds (Series 2012 Bonds), Public Improvements Bonds (Series
2013 Bonds), Public Improvements Bonds (Series 2015A), Water and Sewer System Revenue
Bonds (Series 2015A), and Water and Sewer System Revenue Bonds (Series 2015B). Interest on
the 2021A series ranges from 2.25% to 5.00%, due serially to August 1, 2041. Interest on the
2021B series ranges from 2.0% to 2.8%, due serially to August 1, 2045.
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CITY OF ANNAPOLIS, MARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE CITY 16 3523257,218$7(
SHARE OF THE NET PENSION LIABIL ITY RELATED RATIOS
MARYLAND STATE RETIR EMENT AND PENSION SYSTEM
YEAR ENDED JUNE 30, 2021

78



CITY OF ANNAPOLIS, MARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CITY CONTRIBUTIONS
MARYLAND STATE RETIR EMENT AND PENSION SYSTEM
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RAT IOS
POLICE AND FIRE RETIREMENT PENSION FUND
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RAT 10S
(CONTINUED)
POLICE AND FIRE RETIREMENT PENSION FUND
YEAR ENDED JUNE 30, 2021

Notes to Schedule

Valuation Date July 1, 2020

Timing Actuarially determined contribution rates are calculated based
on the actuarial valuation at the beginning of the plan year

Key Methods and Assumptions Used to Determine Contribution Rates:

Actuarial cost method Entry Age
Asset valuation method 3-Year Smoothing
Amortization method The UAL is amortized as a level percentage over a 30-year period

(24 years remaining as of July 1, 2020)

Discount rate 7.25%

Amortization growth rate 0.00%

Price inflation 2.52%

Salary increases 4.75% to 11.75%, based on service

Mortality RP-2014 Mortality Table, projected to 2024 using Scale SSA.

50% of these rates applied for pre-retirement deaths. For disabled
retirees: these rates are set forward five years.
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CITY OF ANNAPOLIS, MARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULES OF EMPLOYER CONTRIBUTIONS AND INVESTMENT RETURNS
POLICE AND FIRE RETIREMENT PENSION FUND
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
OPEB CONTRIBUTIONS AND SCHEDULE OF INVESTMENT RETURNS
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
OPEB CONTRIBUTIONS AND SCHEDULE OF INVESTMENT RETURNS
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALA NCE
BUDGET TO ACTUAL - GENERAL FUND (NONGAAP - BUDGETARY BASIS)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
NOTES TO THE REQUIRED SUPPLEMENTAL INFOR MATION
JUNE 30, 2021

1) Budgetary Presentation

The General Fund Statement of Revenues, Expenditures, and Changes in Fund Balance +Budget
to Actual has been prepared on the legally prescribed budgetary basis of accounting to demonstrate
compliance with the legally adopted budget. The basis used to prepare thLV | X @dalfj\adopted
budget differs from GAAP as follows:

X Liquidation of prior year encumbrances are presented as revenue on the budgetary
statement.

X For budgetary purposes, administrative charges (interfund sources) to proprietary funds are
included with transfers in as revenues; however, these administrative charges are a
reduction of expenditures for GAAP purposes.

X Encumbrances are considered expenditures in the budgetary statements, however are not
expended for GAAP presentation.

Adjustments to reconcile the budgetary statement to the GAAP fund statement are as follows:
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CITY OF ANNAPOLIS, MARYLAND
GENERAL FUND

The General Fund is a member of the governmental fund category and, as such, is accounted for on
the modified accrual basis of accounting. Revenues are recognized in the General Fund when they
become measurable and available. Expenditures are generally recognized when the related liability
is incurred.

The General Fund is the general operating fund of the City. It is used to account for all financial
resources except those required to be accounted for in another fund.
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CITY OF ANNAPOLIS, MARYLAND
GENERAL FUND
DETAILED SCHEDULE OF REVENUES COMPARED TO BUDGET (CONTINUED)
(NON-GAAP BUDGETARY BASIS )
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
GENERAL FUND
DETAILED SCHEDULE OF REVENUES COMPARED TO BUDGET (CONTINUED)
(NON-GAAP BUDGETARY BASIS )
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
GENERAL FUND
DETAILED SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
(NONGAAP BUDGETARY BASIS )
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
GENERAL FUND
DETAILED SCHEDULE OF EXPENDITURES COMPARED TO BUDGET (CONTINUED)
(NONGAAP BUDGETA RY BASIS)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
GENERAL FUND
DETAILED SCHEDULE OF EXPENDITURES COMPARED TO BUDGET (CONTINUED)
(NONGAAP BUDGETA RY BASIS)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
GENERAL FUND
DETAILED SCHEDULE OF EXPENDITURES COMPARED TO BUDGET (CONTINUED)
(NONGAAP BUDGETA RY BASIS)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
GENERAL FUND
DETAILED SCHEDULE OF EXPENDITURES COMPARED TO BUDGET (CONTINUED)
(NONGAAP BUDGETA RY BASIS)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
GOVERNMENTAL FUNDS

The City has two major governmental funds, including the General Fund and the Capital Projects
Fund. These funds have been discretely presented in the basic financial statements. The combining
statements include several non-major governmental funds.

Special Revenue funds account for the proceeds of specific revenue sources that are restricted or
committed to expenditure for specified purposes other than debt service or capital projects. The City
considers its Community Development Block Grants, Grants, Community Legacy, Police Forfeiture
& Asset Seizure, and Sprinkler Loan funds as special revenue because the assets are restricted to a
particular use.

Capital Projects Funds account for financial resources that are restricted, committed, or assigned to
expenditure for capital outlays including the acquisition or construction of capital facilities or other
capital assets. The City considers its Reforestation, PEG, and Housing Assistance funds as capital
project funds because these assets are restricted for capital outlay.
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SH EET
JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CONTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021

105



CITY OF ANNAPOLIS, M ARYLAND
NONMAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANC ES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS

The Enterprise funds are members of the proprietary fund category and, as such, are accounted
for on the accrual basis of accounting. Revenues in the enterprise funds are recognized when
earned and expenses are recognized when incurred.

Enterprise funds are used to account for those activities of the City: (1) that are financed and
operated in a manner similar to private business enterprises in that costs and expenses, including
depreciation, are recovered principally through user charges, or (2) for which the City Council has
determined that revenues, expenses, and changes in net position are important determinations
for public policy, management control, and accountability.

The EQWHUSULVH IXQGV XVHG E\ WKH &LW\ DFFRXQW IRU WKH RSHUD
sanitary sewage collection and treatment system, water system, off-street parking facilities,
transportation system, watershed restoration and refuse collection operations.

The nonmajor funds consist of the Watershed Restoration and Refuse funds.
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CITY OF ANNAPOLIS, MARYLAND
NONMAJOR ENTERPRISE FUNDS
COMBINING STATEMENT OF NET POSITION
JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
NONMAJOR ENTERPRISE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
NONMAJOR ENTERPRISE FUNDS
COMBINING STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021

112



CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
ENTERPRISE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF NET POSITION
JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF CASH FL OWS
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYL AND
INTERNAL SERVICE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
INTERNAL SERVICE FUNDS
SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
COMPARED TO BUDGET (BUDGETARY BASIS) (CO NTINUED)
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
COMBINING SCHEDULE OF FIDUCIARY NET POSITION
PENSION AND OPEB TRUST FUNDS
JUNE 30, 2021
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CITY OF ANNAPOLIS, M ARYLAND
COMBINING SCHEDULE OF CHANGES IN FIDUCIARY NET POSITION
PENSION AND OPEB TRUST FUNDS
YEAR ENDED JUNE 30, 2021
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CITY OF ANNAPOLIS, MARYLAND
STATISTICAL SECTION

The statistical section presents detailed information as a context for understanding what the
information in the financial statements, notes disclosures and required supplementary information
says aboutthe CLW\JV RYHUDOO ILQDQFLDO KHDOWK

Contents Page

Financial Trends
These schedules contain trend information to help the reader understand

KRZ WKH &LW\TV ILQDOQFLD ChefblhavR¢thanpegd Bugr DQC 122
time.

Revenue Capacity
7KHVH VFKHGXOHV FRQWDLQ LQIRUPDWLRQ WR o

most significant local revenue source zproperty tax.

Debt Capacity
These schedules present information to help the reader assess the
affordability of WKH &LW\V FXUUHQW OHYHOV RI RXW 134
ability to issue debt in the future.

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the 136
reader understand the environment within whic K WKH &lNgiaf Vv |
activities take place.

Operating Information
These schedules contain service and infrastructure data to help the
UHDGHU XQGHUVWDQG KRZ WKH LQIRUPDWLRQ 138
relates to the services the City provides and the activities it performs.



CITY OF ANNAPOLIS, MARYLAND
NET POSITION BY CATEGORY
LAST TEN FISCAL YEAR S
(ACCRUAL BASIS OF AC COUNTING)
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CITY OF ANNAPOLIS, MARYLAND
CHANGES IN NET POSITION
LAST TEN FISCAL YEAR S
(ACCRUAL BASIS OF AC COUNTING)

*Transferred to General Fund and Governmental Activities in 2016.
** Created new Land Use function in 2018.
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CITY OF ANNAPOLIS, MARYLAND
CHANGES IN NET POSITION
LAST TEN FISCAL YEAR S (CONTINUED)
(ACCRUAL BASIS OF AC COUNTING)

*Transferred to General fund and Governmental Activities in 2016.

**Transfer of OPEB Trust funds in 2017.

*** Revenues reclassified from prior years, classification will continue going forward.

**% Governmental activities revenues were reclassified in 2018, classification will continue going forward.
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CITY OF ANNAPOLIS, MARYLAND
CHANGES IN NET POSITION
LAST TEN FISCAL YEAR S (CONTINUED)
(ACCRUAL BASIS OF AC COUNTING)
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CITY OF ANNAPOLIS, MARYLAND
FUND BALANCES *GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
(MODIFIED ACCRUAL BASIS OF ACC OUNTING)
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CITY OF ANNAPOLIS, MARYLAND
CHANGES IN FUND BALA NCES +GOVERNMENTAL FUNDS
LAST TEN FISCAL YEAR S
(MODIFIED ACCRUAL BASIS OF ACC OUNTING)
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CITY OF ANNAPOLIS, MARYLAND
REVENUE CAPACITY
LAST TEN FISCAL YEAR S

ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

PROPERTY TAX RATES +DIRECT AND OVERLAPPING GOVERNMENTS
(Per $100 of Assessed Market Value)
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CITY OF ANNAPOLIS, MARYLAND
REVENUE CAPACITY (CONTINUED)
LAST TEN FISCAL YEAR S

PRINCIPAL TAXPAYERS
CURRENT YEAR AND NINE YEARS AGO
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CITY OF ANNAPOLIS, MARYLAND
REVENUE CAPACITY (CONTINUED)
LAST TEN FISCAL YEAR S

SUMMARY OF PROPERTY TAX LEVIES AND
COLLECTIONS
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CITY OF ANNAPOLIS, MARYLAND
DEBT CAPACITY
LAST TEN FISCAL YEAR S

RATIO OF BONDED DEBT BY TYPE
BONDED DEBT PER CAPITA

SCHEDULE OF LEGAL DEBT MARGIN
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CITY OF ANNAPOLIS, MARYLAND
DEBT CAPACITY (CONTINUED)
LAST TEN FISCAL YEARS

COMPUTATION OF DIRECT AND OVERLAPPING DEBT
YEAR ENDED JUNE 30, 2021

RATIO OF ANNUAL DEBT SERVICE FOR GENERAL BONDED
DEBT TO TOTAL GENERAL FUND EXPENDITURES
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CITY OF ANNAPOLIS, MARY LAND
DEMOGRAPHIC AND ECONOMIC INFORMATION
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DEMOGRAPHIC STATISTICS
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